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A Byllesby Utility— 
What It Means 


\ BYLLESBY UTILITY is one which 
receives the experienced management 
and careful supervision of an organiza- 
tion which has had 20 YEARS OF SUC- 
CESS constructing, operating and financ- 
ing public utility companies to the SAT- 
ISFACTION OF CUSTOMER AND IN 
VESTOR ALIKE. 

THE BYLLESBY ORGANIZATION was 
a pioneer in the development of the 
group operation of public utilities now 
serving a population of 2,135,000 in 16 
States. 

THE BYLLESBY PROPERTIES were 
pioneers in the development of custom 
er ownership—and now number 25,000 
home shareholders among their cus 
tomers. 

BYLLESBY SECURITIES include both 


long and short term bonds and notes 


YIELDS 7% to 9% 


Ask for Literature F-70 


H.M.Byllesby & Co. 


Incorporated 
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Investment in 


Convertible 
Securities 


Affords many advantages 
under present conditions. 


High yields over long terms 
may be had with opportuni- 
ties of profiting largely 
through the conversion 


tactors. 


Ask for Circular C-15 


Henry L. Doherty 


& Company 


Bond Department 
60 Wall Street, New York 
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“THAT COSTS A MICKLE, BUT IS WORTH A MUCKLE” 


The Financial World Research Bureau 


PANDECTS 


WATCH THIS SPACE FOR 
FULL PARTICULARS SOON 


The Financial World Research Bureau 


“Reveals the Facts a Stockholder Ought to Know” 


29 Broadway 
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THE MEANING OF DULL MARKETS 


HERE is an old adage in Wall Street which runs “Never sell a dull market.” 
Those who accept this or any other adage without examination are on dangerous 
ground. 


But if we amplify the reading a little and put it “never sell a dull market after a 
major decline” the foundation of the adage will become apparent. Dullness after a 
protracted decline usually means that the weak holders have been eliminated and that 
no further serious declines need be expected. Nothing can put prices down except selling 
orders, and when securities have passed into strong hands the holders cannot be forced 
or frightened into relinquishing them. 

Furthermore, the very fact that the price level has suffered a severe decline is one of 
the soundest reasons for expecting a recovery. The lower prices go, the nearer we are 
to a reversal of trend. 


Advantages of Buying in Dull Markets 


Dull markets are calculated to depress sentiment and to induce people to defer 
purchases until the markets look more attractive. This is one of the worst of all the 
popular mistakes. Accumulation can be effected to better advantage in dull markets 
than at any other time. Those who fondly imagine that they can wait until the market 
“starts,” and then do their buying just as advantageously, always pay the penalty at- 
taching to procrastination. Prices can get away from a certain level in an incredibly 
brief period—almost over night, in fact—and the waiting element loses the cream of 
the recovery. 


Necessity for Discrimination 


A generally low price level, accompanied by all the earmarks of approaching im- 
provement, does not at any time warrant indiscriminate purchases of securities. There 
are always poor bonds and good bonds; poor stocks and good stocks. Because of the 
abnormal conditions of the present time more than ordinary care should be exercised in 
the choice of securities. 

The Financial World Investors Service gives particular attention to this factor. A 
list of specific recommendations in the railroad, public utility, copper, industrial, foreign 
security and other divisions of the market is produced at regular intervals. This list is 
revised whenever conditions and prospects warrant alterations. 


How Long Will the Dullness Last? 


This is a question which no one can answer in an exact manner with any assurance 
of accuracy. However, there are so many important developments pending that a pro- 
tracted period of dullness appears highly improbable. Most of the prospective develop- 
ments are now of a constructive character, and the prevalent depression of sentiment 
may vanish or be reversed at any time he Financial World Investors Service will 
keep you fully informed as to both current and potential events and their probable effect 
on security prices. 


Let us send you a specimen copy of our “Weekly Review of the Situation and 
Outlook” so that you can carefully digest its contents and decide for yourself as 


to whether or not it meets with your personal requirements. The coupon below 
is for your convenience. 


E FINANCIAL WORLD INVESTORS SERVICE 


29 Broadway, New York 
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Scaling Down War Debts 


Revision of the Gold Pars of National Currency Units a Suggested Method 
to Be Employed—Merits of Scheme; A Purely Personal View 


upon much loose talk about the return 

of certain of the foreign exchanges to 
normal or gold parity. It might be well 
to warn buyers of foreign exchange for 
speculative holding and purchasers of for- 
eign internal bonds-~ against taking too 
literally the written and advertised lure of 
profits, varying from 100 to more than 
1,000 per cent., which may be amassed i1 
such exchange or stich bonds are held “un- 
til foreign exchange rates return to parity.” 
There are good reasons to believe ‘hat 
some foreign countries, particularly those 
which have enormously inflated their cur- 
rencies by means of the printing press, 
never can or will permit their exchange 
rates to come back “to normal.” 


[' may soon be desirable to call a halt 


WRITING OFF LOSS 


Briefly, it is likely that they will tind it 
desirable to “recognize” the depreciation 
that has already taken place, and, in re- 
turning to a gold basis, reduce the measure 
of gold for which the paper franc, mark 
or crown, as the case may be, is exchange- 
able, which would be equivalent to reducing 
the parity. 


The world is the poorer for the war. 
Great amounts of capital have been dis- 
sipated. The sums to which crushing bond 
issues and enormous volumes of currency 
now bear witness have for the most part 
been spent and cannot be recovered. So 
now, runs the argument, “Why not, at 
least partially, write off the loss? Why 
carnot nations write off war losses out of 
their wealth, just as corporations have been 
writing off business losses out of surplus? 
Why not lighten the burden for the fu- 
ture?” 


The bond selling season is passing and 
the bond paying season is beginning to 
loom larger on the world’s horizon. 


FUTURE ADJUSTING 


Several factors enter into the matter. 
\mong them are considerations of future 
commerce, the payment of the German in- 
demnity over a period of years in gold 
marks or their equivalent, the return to a 
gold redemption basis for national cur- 
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rencies, and, which would be largely a cor- 
rolary of the latter, stabilization of the 
foreign exchanges. 


Suppose France, for instance, should 
halve the weight of gold contained in 1 
gold franc. The gold franc is worth 
$0.193. Suppose the new gold franc to be 
worth, say $0.10. What would happen, 
and what would be the advantage? 


RESERVE RATIO 


The latest statement of the Bank of 
France shows a gold reserve of about 5,- 
520,000,000 francs. Under such a policy 
this gold reserve would immediately become 
more than 11,040,000,000 francs. Inas- 
much as the outstanding paper currency 
and deposit liabilities would remain un- 
changed, what a contrast there would be 
between the old reserve ratio and the new. 
By the addition of a little more gold to 
the reserves of the Bank of France that 
institution might immediately resume gold 
redemption of the paper currency with the 
new stability of exchange and increased 
confidence in the business outlook that such 
a course would promise. 


In the second place, there are the Ger- 
man indemnity payments for France to con- 
sider. France is to get 52 per cent. That 
means about 72,000,000,000 gold marks, 
which in turn amounts to about 85,000,000,- 
000 gold francs. Even 85,000,000,000 gold 
francs would not pay off the huge French 
paper franc debt, but the amount of new 
gold francs, worth 10 cents instead of 19.3, 
would mean that instead of receiving 85,- 
000,000,000 gold francs, France would get 
170,000,000,000 new gold francs. The paper 
franc debt remaining the same, the German 
indemnity would go much further toward 
paying it off. 


CURRENCY VALUES 
But, it may be immediately objected, 
what of the poor French bondholder. 


To this the following may be said: The 
French Government did not borrow, at 
least in the course of its major financing 
operations, one francs, and is — under 
no obligation, unless otherwise stated, to 
pay off its loans in gold francs ala 19.3 


cents. It obtained paper francs, and spent 


them at the value, expressed in goods, those 
paper francs commanded at the time. 


The French investor hence will be paid 
off in frances and will receive his interest 
in francs. He is not interested in the 
amount of gold his interest or principal, 
when paid, will command, but the amount 
of goods or services his interest or prin- 
cipal will buy. Certainly the new gold 
iranc, in its purchasing power, would not 
command less goods or services than did 
the inflated paper franc at the height of 
the war boom. 

TAXATION BURDENS 

Of course a policy of fixing the gold 
value of the franc at half its present: par 
would operate permanently to establish the 
france in the foreign exchange market at a 
lower level, and automatically establish 
prices in France, expressed in francs, at a 
higher level. 

However, if' the franc’s par is not re- 
duced, and it did, over a long period of 
time, return to its former level in the ex- 
change markets, owing to the same law 
given in the preceding paragraph, the price 
level in France gradually would fall and 
he franc would purchase more goods or 
services. But the interest and sinking 
fund payments on the national debt, being 
fixed, would not decrease with the greater 
buying power of the franc, and the result 
would be that, in a prolonged period of de- 
clining prices and wages, taxation would 
grow correspondingly heavier and more 
burdensome. What the French investor 
would gain in the increased amounts of 
goods or services his coupons or principal 
would buy, he would lose in the increased 
taxation burden he would have to bear in 
order that the national debt could be prop- 
erly supported. It may be fairly said that, 
as the citizen of a country really pays his 
own interest and principal on an internal 
bond to himself, any policy of changing 
the gold basis of the currency would not 
have material effect upon his interests. 

The foreign holder of French bonds, if 
his holdings consisted of external bonds, 
would not be affected. If he held internal 
bends, it is likely he would not lose for 
he would be repaid not less value than he 
paid, unless he were one of the com- 
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Getting Back to Normal 


© discussion of present conditions 
and prospects would be complete 





» without a review of the railroad 
ituation. The railroads are, so to speak, 
e veins and arteries of commerce, and 

irosperity is largely dependent on the 
rompt and efficient functioning of the 
ansportation machinery. 


There has never, in the writer’s expe- 
rience, been a great problem which was 
ore widely misrepresented and more 
niversally misunderstood than the rail- 
ad situation. It is safe to say that 
linety per cent. of the popular impressions 
i the subject are incorrect. The public 
s not to blame for this. The average man 
has neither the time, the facilities, nor the 
knowledge of higher accountancy to per- 
mit of an independent examination of the 
subject. He accepts such ideas as are 
conveyed to him through the orthodox 
channels of information, and in this case, 
he has been grievously misinformed. 


RAILROAD PROGRESS 


In the comments which follow, the 
reader is assured in advance that they are 
‘{ a wholly detached nature. The writer 
holds no brief for the railroads, the Inter- 
state Commerce Commission or any other 
faction. What is sought is the truth and 
nothing else. 


In order to clear the ground for dis 
ussion it is advisable to first direct at- 
tention to the fact that the opinion that 
for many years prior to the war the rail- 
roads were gradually decaying and ap- 
proaching bankruptcy is nothing but an 
extraordinary popular delusion. Yet so 
ingrained is this belief that almost every- 
body accepts it as a proven fact. Even 
financial writers who are ordinarily cau- 
tious and conscientious frequently start 
their discussions from this false founda 
tion and are consequently led into all 
sorts of errors. 

It would require a great deal of spxc 

fully support the foregoing statement 

y statistical data, but it is not reall) 
ecessary to do so. Several years ago th« 
vriter set forth the facts in detail and 
not one of the main contentions was ever 
uccessfully challenged... In the exhibit re 
ferred to a single table covered the propo- 
sition so completely that all arguments 
and theories fell to the ground before it. 
Che table showed that the average sur- 
plus profits of the railroads of the coun- 
try, considered as a whole, had steadily 
ind materially increased for many years, 
vith only the occasional backward fluc 
tuations found in any line of enterprise. 
It was also shown that the average ‘rate 
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Article VIII 


The Railroad Situation 


of dividends had steadily increased. The 
figures given were based upon the official 
reports of the railroads themselves. In 
all cases of bankruptcy and receivership 
it was shown that the percentage of mor- 
tality in the railroad business was below 
that of most other basic industries, and 
that in each case the precise reasons for 
failure could be easily determined. These 
reasons were bad management, bad financ- 
ing, overcapitalization or looting, or a 
combination of these evils. In the year 
1900 the average profits of all the repre- 
sentative roads amounted to 5.54 per cent. 
and average dividends to 3.20 per cent.; in 
1905, the profits average 8.92 per cent. and 
dividends 5.17 per cent.; in 1910 the figures 
were 11.01 per cent. and 6.65 per cent.; in 
1915, following the outbreak of war, there 
was a recession in profits to 7.30 per cent., 
but dividends were 6.60 per cent. In 1916 
the profits were 12.12 per cent. and divi- 
dends 6.63 per cent., and in 1917 the figures 
were 12.08 per cent. and 6.87 per cent., the 
last two years representing the pinnacle 
for all time. Critics may fight these cal- 
culations as vigorously as they like, but 
the profiis made and distributed by any 
line of business represent the final and 
unassailable test of progress. 


MISTAKEN VIEWS 

The erroneous views as to the railroad 
situation are due to several influences. 
Propaganda has, of course, been the prin- 
cipal factor, but prejudice and a too gen 
eral acceptance of the obvious have played 
a big part. Lor example, when the public 
is informed over and over again that the 
ratio of operating expenses has been 
stcadily rising for years, while the freight 
rates have been simultaneously falling in 


the same period, it appears quite certain 


to the merely general observer that profits 
must in time reach a vanishing point. But 
this obvious reflection is quite imcorrect. 
How shall we reconcile it with the estab- 
lished fact that profits rose during the 
same period? The answer will be found 
by every merchant in his own business, 
i. e., that increased volume of business 
will permit of lower selling prices and 
higher operating costs, with greater prof- 
its on the capital invested. Again, it has 
been frequently shown that the roads 
earned only 5% or 6 per cent. on capitali- 
zation in certain years. This was another 
of the obvious facts which made a strong 
appeal to casual observers. But a little 
reflection shows that 5% per cent. on capi- 
talization might represent profits of 10 
per cent., 15 per cent. or any other per cent. 
Che joker lies in the fact that a profit 
cannot be considered as applying to funded 
debt, which makes up the greater part of 
railroad capitalization. To illustrate this, 
assume that a certain road has $75,000,000 
of 4 per cent. bonds and $25,000,000 of 
stock, and that its net income in a certain 
year is 5% per cent. on invested capital. 
The earnings are $5,500,000 and the bond 
interest consumes $3,000,000, leaving $2,- 
500,000 for the stock. The profits are 
therefore exactly 10 per cent., as the entire 
surplus belongs to the stockholders in one 
form or another. 

It would be possible to go on exposing 
one after another of these fallacies if space 
permitted. The history of railroad pub- 
licity is honeycombed with them, but it is 
necessary to leave the past and get down 
to the present. 


PRESENT RAILROAD CONDITIONS 
During the last vear we have heard a 


great deal about the awful railroad con 
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ditions. If one-tenth of the ominous 
prophecies had proved correct, our trans- 
portation system would now be a wreck, 
receiverships would have been numerous, 
bond interest would have been defaulted 
in many cases, and dividends would be 
a rarity. But none of these things have 
happened. The railroads are functioning 
in their usual manner, there have been 
no defaults at all, and, in the face of a 
flood of dividend suspensions and reduc- 
tions on industrial stocks, only two or 
three railroad dividends have been mod- 
erately reduced, or deferred for later ac- 
tion. And it is also interesting to note 
that the railroad securities have declined 
very little by comparison with other 
classes of stock during the wave of dras- 
tic liquidation which began early in 1920. 


RAPID IMPROVEMENT 


That the roads have suffered through 
lack of tonnage and high operating costs 
during the last year is quite true, but 
that was also true of every line of enter- 
prise. In fact, a brief examination shows 
that the railroads have suffered less than 
any other important industry. Railroad 
tonnage has at no time dropped more than 
15 per cent. below the record-breaking fig- 
ures of 1920, and freight rates are ma- 
terially higher than they were during the 
greater part of that year. Meanwhile the 
most important of all the basic industries 
—steel and iron—has for some time been 
running at 20 to 30 per cent. of capacity. 
Observe also the contrast between the 
course of net income in the railroad and 
industrial fields. In January the rail- 
roads showed a deficit of $958,000; in 
February, a deficit of $7,378,000; in March 
an income of $30,695,000; in April, an 
income of $29,201,000; in May an income 
of $37,080,000, and in June an income of 
$51,778,000. In no other important line 
of business can we find any such records 
of rapid improvement, and in most cases 
the records run the other way. And keep 
in mind the fact that this improvement 
was accomplished without any assistance 
from lower wage scales or the abrogation 
of unjust working agreements, neither of 
which took effect until July 1. 

STRONG IN RESOURCES 

The annual reports as of December 31, 
1920, showed that at the beginning of the 
current year a majority of the railroads 
were stronger in cash than they had ever 
been before, and that net working capital 
(excess of current assets over current lia- 
bilities) was This fact would 
have aroused much interest if it had been 


also large. 


It would have been im- 
possible to square it with the insistent 
cries of poverty and impending ruin. But 


generally known. 


the figures were known only to the few 
who scrutinized the voluminous and in- 
tricate annual reports. They were never 
generally published. Even the roads which 
were looked upon as being in a doubtful 
or dubious position were remarkably 
strong in resources. For example, Rock 
Island had on hand January 1, 1921, no 
less than $13,467,218 cash, as compared 
with a former high record of $9,260,444 
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in 1916, and the excess current assets were 
$11,322,984, as compared with $589,852 in 
1916. St. Paul had $9,747,129 in cash, as 
compared with $7,729,759 in 1916, and 
the excess current assets were $14,689,831, 
as compared with $5,218,967. Even Mis- 
souri Pacific had $8,628,627 cash and $11,- 
005,389 excess quick assets, both items 
being the highest on record and compar- 
ing with $2,269,541 cash and $6,970,540 
excess assets in 1916. It will be under- 
stood that the year 1916 is used in the 
comparisons because it was the most 
profitable year the roads ever had. 


PROFITABLE PERIOD 

These figures will astonish some people, 
but there is really nothing surprising 
about them. The fact, briefly and simply 
stated is that for almost six years prior 
to their return to private ownership on 
September 1, 1920, the railroads enjoyed 
the most profitable period in history. The 
three pre-war years which were taken 
as a basis of compensation showed the 
greatest average profits of any corre- 
sponding period on record and the profits 
during the regime of Federal control were 
guaranteed at this high rate. There is no 
reason, therefore, why the roads should 
not have piled up large cash resources. 
Since September 1, there have been losses, 
it is true, but, as stated heretofore, that 
has been the case in every line of business. 

UNDERMAINTENANCE RUMORS 

Another claim which is quite generally 
credited is that the roads are in bad 
physical condition and that maintenance 
has been neglected. Like most other pop- 
ular ideas in connection with the rail- 
roads this is not true. Statements that 
the roads have been undermaintained are 
either in the nature of mere unsupported 
generalities or are supported by wholly 
insufficient evidence. Making due allow- 
ance for higher costs of material and la- 
bor, nothing is found in the exhibits of 
1920 or any other year of Federal con- 
trol to indicate undermaintenance. There 
is one test which may be considered ab- 
solute, which is a comparison of the in- 
crease in cost of conducting transporta- 
tion and the increase in cost of mainte- 
nance. As the two items are made up of 
materials and labor in pretty nearly the 
same proportions (coal enters into cost of 
conducting transportation) they should 
rise or fall together. In the four years 
1910 to 1913, cost of conducting transpor- 
tation consumed 34.9 per cent. of gross 
earnings, and maintenance consumed 28.8 
per cent. The full figures for 1920 are 
not available, but a compilation covering 
twenty leading roads representing over 
half the mileage and earning capacity of 
the country show that gross earnings for 
the year were $3,346,917,000. Mainte- 
nance expenditures were $1,445,238,000 or 
43.2 per cent., and cost of conducting trans- 
portation was $1,553,370,000 or 46.4 per 
cent. This is an increase of 50 per cent. 
in maintenance and only 33 per cent. in 
cost of conducting transportation. The 
figures mean e-xtra-liberal maintenance, 
not undermaintenance. 





The published efforts to support claims 
of physical decadence usually take th 
form of referring to the small number 
of rails or ties laid in a certain period, or 
to the number of bad order cars. Thes: 
statements impose on and deceive the un- 
initiated who naturally visualize a railroad 
as a thing of rails and cars. But rail; 
make up an insignificant item of ex 
pense. In 1918, the last year reported in 
detail by the Interstate Commerce Com- 
mission, total expenditures for mainte- 
nance were $1,739,526,955. The cost of 
rails in that year was $5,739,526, or about 
0.32 per cent. It would be quite feasible 
for the roads to spend huge sums for the 
real work of physical upkeep, such as 
ballasting, and to still make out a plausi- 
ble case regarding backwardness in re- 
placement of rails and ties. 


BAD ORDER SCARE 


As to the bad order car scare, it has 
run its course now. On June 1, 1921, the 
cry went up that there were 341,000 bad 
order cars, therefore let all and sundry 
beware of a shortage of equipment to 
move our crops. This statement, tread- 
ing on the heels of a wail about the un- 
precedentedly large number of idle cars 
(bad order cars are not included in the 
statistics of idle cars) was rather amusing. 
The term “bad order” appears to be wholly 
arbitrary, and a car with a split board 
in the door or a missing brakeshoe may 
be counted in the statistics of bad order 
equipment and counted out 
same day. 


again the 


The history of recent railroad propa- 
ganda is full of such fallacies and de- 
ceptions as those exposed. Their object 
has, of course, been to make out a strong 
case for the roads and to gain for them 
certain advantages. This sort of strategy 
is found in almost all lines of business. 
‘Lhe custom is so common that, even if 
we believe that it is more honored in the 
breach than in the observance, it would 
be quixotic to object to it. 


STRONG CASE 


The fact that the physical and financial 
status of the roads has been grossly mis- 
represented does not necessarily mean 
that the objects they sought to attain were 
unnecessary or unfair. Not at all. Th 
wage reduction, the Act of Congress per 
mitting the roads to draw against th: 
sums due under the Federal guarantee, 
and all the’ other advantages the roads 
have gained were coming to them, but, 
lawyer-like, they feared they might not 
get justice unless they made out a strong 
case. The only harm lies in the fact that 
in making out their case they have give! 
to the people and the owners of railroad 
securities a contorted and wholly incor- 
rect concept of railroad conditions. As 
a result of the legal, strategical and pub- 
licity battle, thousands of timid people have 
been frightened or forced out of valuabl 
securities, and thousands of others have 
been deterred from purchasing securities 
at prices and income yields which literall) 
represent the opportunity of a lifetime. It 
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is impossible to use falsehoods as am- 
munition without wounding a lot of in- 
nocent bystanders. 

That the railroads have suffered from 
the recent period of depression is freely 
idmitted. It could not have been other- 
wise. But the situation is not and never 
has been nearly so bad as the public has 


been led to believe. The publicity agents, 
voluntarily assisted by well meaning com- 
mentators who were ignorant of true con- 
ditions, have given the railroads a first 
class funeral. The line of mourners is a 
long one and the orators at the grave- 
side are distinguished and eloquent. Only 
one thing is missing—there is no corpse. 


The foregoing remarks may give the 
reader an impression of hostility to the 
railroads, but nothing of the kind is in- 
tended. The clearing away of fallacies is 
essential to a clear understanding of any 
problem. There is, however, another side 


(Concluded on page 304) 


New York Central Is a Bargain 


Current Price Does Not Reflect Inherent Strength or Possibilities for This 
Stock—Outlook Justifies Confidence in Higher Price 


full six per cent. on property valua- 

tion it would earn for its stock 
1240 per cent. Although the stock did 
not make a favorable showing in the first 
two months of this year, the record for 
the remaining four months of the half 
year was one of the few really satisfac- 
tory showings among the so-called Eastern 
lines. 


Oia si New York Central earn the 


The per cent. of seasonal requirements 
earned by the road, on the 5% per cent. 
basis, is recorded in the following ratios: 
March, 99 per cent.; April, 106 per cent.; 
May, 99 per cent.; June, 109 per cent. 


Basing my conclusions upon the fore- 
going, I would venture the opinion that 
New York Central Railroad with only the 
seasonal improvement in traffic that is a 
regular occurrence year after year, 
should be able to earn its regular divi- 
dend, after fixed charges, simply as a 
result of the savings made possible by 
increased efficiency in operation, reduc- 
tions in prices for materials and sup- 
plies, and by reason of the reductions in 
wages as ordered by the Railroad Labor 
Board. 


Also, I would say that given such stim- 
ulation as seems possible by reason of 
general business revival already becoming 
apparent, though limited in extent, and 
judging the stock by the performance of 
the road in the first half of this year, in 
view of the possible earning power should 
the full six per cent. be earned, it would 
be reasonable for the investor to purchase 
at present levels in anticipation of a pos- 
sible increase in the dividend rate. 


Market price quite frequently does not, 
per se, mean very much when it comes 
to expression of the actual worth or lack 
f value of a security. The real value of 
1 security is its earning power, demon- 
trated, or indicated. If this be so, then 
New York Central in reality is a bargain 
it or around 72. 


It would be no exaggeration to state 
that no railroad in the country is more 
ably and efficiently managed and operated 
than New York Central. According to 
statistical estimate, the operating ratio, 
vhich last year in some months was as 
nigh as 100 per cent., because of heavy 
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repair work expenditures, is said to have 
been reduced in the first half of the cur- 
rent year to below 80 per cent. 











A. H. Smith | 
Pres., New York Central | 


HE railroad situation through- 
T out the country is improving, 
according to Mr. Smith who, as 
h -ad of one of the great transpor- 
tation ststems, is regarded as a 
|man specially equipped to give au- 
ithoritative expression of opinion. | 
| But the roads still are wrestling) 
with knotty problems, he avers. 
‘Regarding the pending legislation!) 
seeking to empower the War Fi-| 
nance Corporation to turn over to. 
the railroads $500,000,000, Mr. Smith 
says, that, by advancing this money, 
the Government would aid_ the! 
transportation systems in bringing 
about a restoration of normal con-| 
ditions. | 

As for the outlook for his own| 
‘company, he is confident that the| 
road will have no difficuly in hold-| 
ing its position among the great 
avenues of commerce and as a) 
‘great intermediary between ex-| 
porter and importer. | 









































The 


agree 


best authorities on the railroads 
that the roads which display the 
best facility in control of operating ex- 
penses will be the ones which will be 
able to make the most of the opportunity 
to record a satisfactory earning capacity 


for this year of relatively depressed busi- 
ness. 


In this respect New York Central can 
be granted a clean bill. 


Another important factor that makes for 
the attractiveness of the company’s se- 
curities is the character of the road’s 
traffic. Some of the country’s transpor- 
tation lines will have a hard row to hoe 
this year, granted that there may be antici- 
pated a general revival in business, how- 
ever moderate. Certain lines of industry 
cannot be expected to recover quickly 
enough, and in sufficient proportion, to 
reflect any marked improvement in net 
earnings for 1921. And the railroads that 
depend largely upon those lines for traffic 
will suffer. 


The redeeming feature about New York 
Central, should industrial and business re- 
vival in the next few months not be suffi- 
cient to create more than a ripple, is the 
diversified character of the road’s traffic. 


There already has been noted a marked 
improvement in the volume of less than 
carload freight movement, of which New 
York Central carries a large amount. It 
would seem that, by and large, any im- 
provement in business should be reflected 
in improved earnings for the road. 


The reappearance in increasing volume 
of less than carload shipments seems to 
indicate a revival of buying on the part 
of consumers that sooner or later must 
gain momentum. It has been shown in 
the foregoing paragraphs that New York 
Central has been steadily making progress 
in piling up earnings for the stock. Be- 
cause the traffic of the road is so diversi- 
fied, and because such a large proportion 
is less than carload and this sort of traffic 
is already on the mend, it would seem not 
unreasonable to anticipate a substantial 
surplus of earnings after payment of fixed 
charges and dividends even in such a com- 
paratively poor year as 1921 


Let us suppose that the road can earn 
the full six per cent. on property valuation 
this year. What would the result be in 
dollars and cents? Given such a proposi- 
tion, I would estimate the earning power 
of New York Central as follows: 
three ciphers throughout: 


omittine 
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Estimated property value...... $1,635,000 


Net operating revenue......... 98, 100 
POMNIMIM  occcbeun tens canoes 117,802 
Paixed CHASES . ....00csewecnes 67,938 
Balance available for stock.... 49,864 
Per cenit. on capital stock...... 12.54% 


* This amount after adding other income. 

But it is scarcely likely that the system 
will earn this year the full six per cent. 
on property investment value. Even so, it 
is apparent that enough will be earned to 
provide a substantial surplus over and 
above fixed charges and dividend require- 
ments, which by no means removes from 
the speculative material the possibility of 
an increase in the dividend rate. Such 
developments usually are anticipated far in 
advance of their actual happening. Also, 
an indicated earning power such as New 
York Central undoubtedly has, by virtue of 
the old axiomatic principle of a dollar 
for dividends and a dollar for improve- 
ments would justify an increase to at least 
six per cent. and possibly seven per cent. 

The cash position of a railroad cor- 
poration, compared with the position ex- 
isting in pre-Federal control days, is im- 


portant. The following figures will prove 
illuminating : 

Cash* Excess* 
Dec. 31, Spec. Deposits. Assets. 
I eee eS aie he cca $47,279 $$32,431 
Me cucccceeneesoax 5.257 $26,978 
ae 9,974 17,404 
MN st Sieeewie es et 14,341 21,109 
SID eke en obese 13,718 25,626 


* Three ciphers emitted 
t Excess liabilities. 


Were one satisfied with superficial ex- 
amination of the above figures it might be 
concluded that the liquid position of the 
company is nothing to be enthusiastic 
about. But superficiality rarely compen- 
sates. In this instance, what seem to be 
unfavorable excesses of liabilities over 
assets, which if real might seriously ham- 
ner the company, are in fact bookkeeping 
results. For example, in 1919 and 1920 
there were large amounts owing the com- 
pany by the government, which the bal- 
ance sheet accounts for as deferred assets 
and unadjusted debits. 

If one were to balauce the deferred 

ssets and debits, as well as the regular 
bookkeeping current assets, with the de- 
ferred liabilities, unadjusted credits and 
current liabilities, the working capital 
position for the year 1920 would be re- 
vealed as a net current position of $13,- 
479.524, which compares with a real net 
xcess of current liabilities for 1919 over 
current assets of $72,888,311. Thus will 
ye realized the noteworthy improvement in 
current assets which should very soon he 
reflected in appreciation in the price of 
securities 

Reference has been made to the im- 
rrovement in operating ratio. The follow 
ing figures give the reader means of com- 
paring the ratio for a period of years, as 
well as means of comparing the earnings 


for the stock for the same period: 


Year. % earned. Oper. ratio 
1915 iit 6.07% 70.20% 
oo 16.20% 63.50% 
| rrr A! 79.56% 
1920 Bcebnscin., Wer 93.78% 


The above figures are given more for 


288 


the purpose of enabling the investor to 
have under observation all of the impor- 
tant statistical information relating to the 
company. But it must be borne in mind 
that what a railroad can do under the 
new conditions is by far more important 
than what it has done in the past. 

In view of the prospects for the stock 
of New York Central, and in view of the 
strong position of both earning power and 
cash position of the company, it will be 
well to consider the convertible debenture 
bonds, which at this writing are selling at 
about 93, or on a basis to yield upward 
of seven per cent. to maturity. 

These bonds are due in 1935, and the 
fixed charges of the company should be 
earned about 1.74 times, which leaves 





nothing to be desired in point of safety of 
interest. The bonds carry a six per cent. 
interest rate, and the coupon is $100, $500. 
and $1,000. They are a direct obligatio: 
of the company, although not a mortgage 
and they are convertible into stock at 
105, prior to May 1, 1925. If the bonds 
are called for redemption, they may be 
converted thirty days priot to the redem»- 
tion date. They are outstanding in 
amount to $100,000,000, and are redeem- 
able as a whole or in part not less than 
$5,000,000 on any interest date at 110 and 
interest on three months’ notice. 


The small investor can find here a splen 
did opportunity to obtain as many bonds 
as he wishes in denominations of $100 
each. 








TABLOID RAILROAD ANALYSIS 


























HE Federal District Court at New 

Orleans has ordered the receivers 

of the Texas & Pacific Railroad 
Company to pay to the Missouri Pacific 
Railroad more than $5,000,000 owed on 
promissory notes, but has denied the lat- 
ter permission to collect interest of more 
than $23,000,000 on income bonds of the 
former. 


The foregoing decision, while not as 
favorable as it might be, so far as Mis- 
souri Pacific is concerned, can be con- 
structively interpreted. The announce- 
ment of the order was made Monday 
last. The market revealed nothing. Of 
course, the decision is not final, and the 
favorable side of it may not de reflected 
for some time, due to the law’s delays. 
But it does serve to draw attention to 
certain factors in the Missouri Pacific sit- 
uation that are worthy of note. 


The Missouri Pacific was reorganized 
in 1917 by Kuhn, Loeb & Company and 
the readjustment of the corporate struc- 
ture was considered one of soundness and 
favorable to security owners. The com- 
pany’s stock was divided into two classes: 
preferred 5% cumulative, outstanding 
$71,800,100, par value $100 per share, and 
$82,839,500 common stock of $100 nar 


value. 


No dividends have been paid on the 
preferred since reorganization, and the 
stock became cumulative after June 30. 
1918, which means htat there now is due 
and unpaid $15 in accrued dividends on 
each share. 

The preferred stock is preferred as to 


assets as well as dividends. 


If the Missouri Pacific this year can 
earn the full six per cent. on property 
investment value as provided in the terms 
of the Transportation Act of 1920, the 
preferred would carn 14.47%. 


Stocks and Bonds 
of 


Missouri Pacific 














Although the recent court decision does 
not bring to the treasury of the company 
the amount of cash which it had expected, 
and although the total allowed may not 
be paid over to the company at once, be- 
cause of certain possible legal delays, it : 
believed that the specially strong cash 
position of the company of itself is suffi- 
cient to center attention on the prospect 
for payment of the back dividends on the 
preferred. 


Examination of the general balance 
sheet of the company for the year ended 
December 31, last, reveals: 


Current assets $36,189,289.60, an increase 
of $29,141,897.26. 


Current liabilities, $25,173,900.39. 


Excess of current assets over current 
liabilities, or working capital, was $11 
005,389.21. 


Comparison of the cash and special d 
posit position, and the excess of curren 
assets over current liabilities, for a peri 
of years, is instructive as to the strengt! 
of the company’s financial structure, an: 
the manner in which it has been improv 
over pre-Federal control days. 


Cash&S. D. Excess Asset 


192) ......... GBGZB G27 $11,005, 38' 
_, eee 4,656,022 7 663,940 
EPIG .nscccsss Sioa 6,970,54 
MEE cakiwnaees 1,579,312 3,036,799 


Such a showing of improvement is fr: 
markable, and when one considers that 
the chances for extended profit-making 
the territory served by the Missout 
Pacific in the next few years, and whe! 
one considers that the road was not ab 
to demonstrate the full effect of the reo: 
ganization and the upbuilding of the proj 
erty that was put through during the r« 
ceivership owing to the intervention of tl 
war and Federal control, the outlook fo" 


(Concluded on page 313) 
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- What Becomes of Profits? 


No 25.—Mexican Petroleum Company 
Epochal Sermon on “Profits” in the Oil Business—Never Ignore Hidden 
Rock of “Output Upkeep Expense”’ 


LERE is no business under the sun 

where book “profits” are so utterly 

meaningless, so much a delusion and 

snare, as in the oil producing business. 

speak now of the producing, not the 

refining nor marketing end, of the oil 
business. 

There is the famous case of a noted 
Burkburnett, Texas, company promoted 
by and named after a New York Stock 
Exchange manipulator. The company 
failed to meet expenses, and had to be 
reorganized, because its property, though 
admittedly the best piece of oil property 
in the State of Texas, failed to pay for 
its exorbitant boom price and for the 
large number of wells drilled on it. Yet 
a “profit” was reported by the company, 
through “revaluing’” its property at a 
still higher figure, based on still more 
extravagant boom prices “reported” to 
iave been paid for near-by acreage! This 
is an extreme case. 

BOOKKEEPER’S PROFITS 

In every normal oil-producing company, 
including Mexican Petroleum Co., Ltd., 
the bookkeepers’ profits are more or less 
fictitious for the reason that new wells, 





What Happened to 
$5,181,638 Profits? 


The company claims such profits, “before 
interest payments,” for four months of 1921 
to April 380. Instead, net quick assets drop- 
ped nearly 8 millions as revealed by the fol- 
lowing balance sheets: 





Quick Assets Dee. 31 April 30 
Jo CP a er $2,570,989 $1,957 ,224 
Receivables .......... 10,893,958 
GMM acheter yoo iswacocaie sh 2,885,007 . 17,105,526 
NN ices do msane wer 3,903,516 
Quick Assets.......... $20,253,470 $19,062,750 

Less Liabilities 
Accounts payable .... $6,747,959 These not 
"TOS BOWORNE ook cick’: 2,000,000 separately 
Contingent 1,270,789 itemized 
Quick Liabilities... ...$10,018,748 $11,774,575 
Net Quick Assets..... $10,234,722 $7,288,175 
ee. eee $2,946,547 
Dividends Paid Out........... 3,174,096 


*Note the contradiction in bookkeeping 
whereby wells, ete., are a capital or fixed- 
plant expense, whereas the bookkeepers 
count well-drilling and similar supplies as 
current assets! 





and new pipe connections, and new lands, 
and new transport arrangements are al 
Ways a necessary expense to keep up 
production figures against the inevitable 
decline which natural law brings about 
in oil production from any tract or any 
well. This is what I may call “Output 
Upkeep Expense.” It is always an ex- 
pensive item. It is more expensive and 
more necessary than maintenance of way 
and equipment with a railroad. A rail- 
road’s normal earning power might not 
depreciate for a couple of years or so, 
should it, perchance, minimize on up- 
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keep expense. In a couple of years or 
so with an oil-producing company, how- 
ever, three-fourths or more of its pro- 
duction would usually disappear through 
natural laws—immutably so, if much of 
output be “flush” or new. 

Output Upkeep Expense in the oil- 
producing business is a necessary cost, 
but here is the joker: It is not reckoned 
as a working cost by the normal oil com- 
pany bookkeepers, including those of Mex 
Pete. They reckon such expenditures as 
permanent plant, not working cost. 

Profits reckoned by omitting such costs 
—well, you can form your own opinion 
of such “profits.” The mistake in such 
bookkeeping is that new wells do not add 
to production, as a rule; they are impera- 
ative to maintain production against nat- 
ural evaporation. They may add to plant: 
they only maintain output, and sometimes 
they do not accomplish even that. To that 
extent plant “gain” is a necessary cost. 

Over $9,000,000 in cash and in stock 
was spent in 1919 by the Allied Oil Corp. 
for Output Upkeep Expense, or expansion, 
and at the end of the year its output was 
less than that reported at the start. 


PRODUCTION DECLINED 

Over $14,758,000 such “capital” expendi- 
ture, net was laid out in two years 1919- 
20 by Mex Pete for new wells, pipelines, 
lands, etc., to keep up production and 
earning power. This is exclusive of fur 
ther such items charged up against work- 
ing costs and depreciation, yet production 
declined! It was only 12,525,158 bbls. in 
1920, versus 16,945,139 bbls. in 1919, 19,- 
902,905 bbls. in 1918 and 17,116,023 bbls. in 
1917. The company shoved down to fourth 
rank in 1920 in Mexican production. It 
had been second after Mexican Eagle for 
several years. 

It used to produce over 25% if the 
total Mexican output in previous years 
In 1919 it produced only 191%4%, and only 
8.0% of Mexican output in 1920 (87,072,- 
955 and 156,062,707 bbls. total Mexico 
production 1919 and 1920, respectively). 
President Doheny claims 4 billion barrels 
of oil are in the ground in the Tampico 
fields where Mex Pete operates. If its 
quota of the whole production drops no 
lower than 8%, and if every barrel of 
the four billion be recovered, say 320 
million bbls. for Mex Pete over a period 
of 20 vears, then 

Less than $50 a share (considerably less) 
is the “present worth” of the future prof- 
its available to the common shareholders. 
through 320 million bbls. assumed pro- 
duction of the company, over a period of 


20 years to come. This assumes a heavy 


productivity as to whose existence even 
the probability remains yet to be proved. 
It assumes, too, not present low profits, 
but high average ‘available profits” per 
barrel during the 1919-20 two-year boom 
period! It assumes similar proportionate 
profit on otl purchased from others and 
exported, as in 1919-20. 


BOOM YEARS 

Trouble faces the oil company and the 
investor,, whenever inadequate allowance 
is made for Output Upkeep Expense in 
reckoning “profits.” 

The greatest profits ever reported by 
Mex Pete were in the two-year boom 
period in oil in 1919-20, and continuing 
into May, 1921, yet the stock has con- 
tinually declined from 264 high in 1919 
to 87 low recently—and at the end of the 
period in May, 1921, the company had to 
raise $10,000,000 on 8%, 15-year notes, 
to make both ends meet! The published 
“profits” are tied up, so the expression 
goes, in new wells and new permanent 
plant, notwithstanding which, production 
has declined after such new investment! 

\What became of such “profits” would 


be very interesting reading. 





Oil Profit per Barrel 
Vaper profits and really ‘available profits” 
of Mexican Petroleum Co., Ltd., per barrel 
in the 2-year boom period 1919-20. The fig- 
ures show profits per barrel of company’s 
own production. They show, too, profit per 
barrel of total exported by the company, in- 
cluding oil purchased to meet its delivery 
contracts. 
1920 1919 2-years 
Own production, bbls.*12,525, 16,945, 20,458, 
Exported by company 28,700, 12,600, 41,500, 
2-Year Book Profit, $14,834,338 
POE DBL DEOBUCUOR wn sc ncasceceseuwes 5O.3e 
ee A ee ae 35.9¢ 
“Available Profit,’ $6,724,000 
Per. bbl. production 
Per bbl. exports... 


oY) Qo 


Sees estseecuae . 16.3¢ 


Last 3 ciphers omitted. 





As an example of such “profits” bor 


dering on the realms of fiction, when the 
hottom was dropping out of Mex Pete 
stock in late June, the syndicate managers 
for the note underwriters stated that the 


company advised them that net 


“profits 


4 


were $5,181,638 for four months of 1921 


to April 30, “available for interest” 


CASH POSITION 
They also submitted a balance sheet as 
of May 1, giving the company $11,957,224 
‘ash as of that date and $29,062,750 total 
Only $11,774,575 quick lia- 


bilities were outstanding, including tax 


quick assets. 


reserves and contingencies. Proceeds of 
the $10,000,000 note issue, dated May 1, 
are evidently included in the above cas! 
Deducting this 10-n 

lions item from assets May 1, and then 
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comparing net quick assets with Dec. 30, 
1920: 

Net quick assets actually dropped (!) 
than $2,946,547 during the very 
four months that $5,181,638 reported book 
profits were piling up. 


no less 


Dividends of $3,174,096 were paid dur- 
ing the disburse- 
1 and April 1. 

approximately 
the drop in net 
prolits, 


period—two quarterly 


ments of $3 each, Jan. 
The dividends 
equal, 
quick assets. 


paid out 
and account for, 
The 


are tied up 


if they were 
as | have indicated 
in new wells and Output Upkeep Expense 
and 


“earned,” 


“expansion” expenditures not charged 


to costs. 

EXPENDITURES HEAVY 
fact the books indicate 
that about a million dollars a month for 


As a matter of 


over fifteen months past has been spent 
by Mex Pete and not deducted from in- 
come or profits—i. e., over and above all 
to costs or charged to de- 
Output Upkeep Expense has 
As illustrating the 
expensiveness of new wells to replace ex- 
e., to maintain output, 
district Mex Pete is con- 
5l-mile railroad merely to 
haul in supplies and road-building mate- 
tials, preliminary to drilling wells and lay- 
ing pipe lines, pumping stations and load- 
ing terminals, etc. 

Against $14,834,338 book profits for the 
2-year boom in 1919-20, I only 
$6,724,000 really ‘“‘available profit,’ as re- 
vealed by the company’s balance sheets. 


sums charged 
preciation. 
swallowed the whole. 
hausted old ones, 1. 
to one alone 
structing a 


figure 


I reckon as usual 


in net cash assets 


In available profits 


ali the gains, if any, 
on hand, as revealed in the balance sheets, 
dividends paid out in cash, 
if any; plus gains, in salable mer- 
I allow full face value 
receivables and invento- 
ignore, as usual, as not available 
profits, if profits at all, alleged profits 
tied up in fixed property used in carry- 


plus common 
if any, 
chandise—oils, etc. 
claimed for all 
ries. | 


business. 


PROFIT PER BARREL 
How do such boom profits size up per 
barrel of oil? The little table shows. 
36% on each 
barrel of oil exported in the 2-year boom 
1919-20, and less than 3lc. a barrel on the 
exports of 1920. 


ine on the 


The paper profit was only 


was the 
over the 2-year 


exported 
profit” 


Only 1l6c a_ barrel 


really “available 
boom. 

From 16c to 23c a barrel was the pro- 
posed extra tax on 
June, 


Mexico oil exports, 
to be effective July 
had just closed con- 
for sales to Standard Oil 
Jersey, and others, at a fixed 
extra export tax exceeded 
“available profits” per barrel 
1919-20. 

“per present share” 
Even 
profits be repeated in the 
1919-20 boom, 
much less per share. Through 


(Concluded on page 306) 


announced in 
l.. The 
racts in 


company 
May 
New 
price. lhe 
total 


Co. of 


really 
during the 2-year boom, 

The item of earnings 
is very important to the investor. 
could the same 


future as in the they would 


now be 
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Mexican Petroleum Company, Ltd. 
(Jts Finances, Book Profits and “Real” Profits, Share Prices, Dividends, Capital, Etc, 


Finances: Debts, Funds to Meet Them, Capital, Ete. 
1920 1919* 
Debts it reports (Dec. 31) 
Accounts, taxes & divi- 
dends due $10,335,007 $4,633,775 
Funds on hand to pay them 
Cz ash 570,988 $6,100,214 
0 258,350 
10,893,958! 5,251,104 


$11,609,668 


1918 1917 1916 1915 


$8,105,665 $2,886,560 


$5,869,798 
1,147,750 
4,125,953 


2,482,336 
$1,194, or 
2,873, 903 


$4,068,555 
$1,586,219 


$3,758,796 - 


$1,979,958 
$895,678 

0 
2,512,540 


$3,408,218 
$1,418,260 


$1,269,987 
$62,472,068 


$1,532,626 
25,000 
4,811,643 


$6,369,269 
$3,482,709 


$4,048,633 


$66,896,930 
1,024,858 





$12,143,401 
$4,037,736 


$3,661,258 


Gross funds above...$13,464,947 
Net Cash Position...... $3,129,940 $6,975,893 
Other Assets (1: Realizable) 
Oils $2,885,007 $3,584,909 
Other Assets (2: Fixed”) 
Properties at cost.......$84,104,982! $69,346,636 
Materials, equipments... 3,903,516 
Loans to subsidar'’s, ete. 
Prepaid charges ms 
Investments 


$68,344,549 
1,124,003 
2,676,098 

1,035,690 
35,000 


$64,834,180 
668,7 


775,048 
138,000 


706,888 
200,603 


$68,188,329 
8,006,889 


$60,822,390 
2,945,518 
18,426,639 
$949,159 $2,108,890 
12,000,000 12,000,000 


40,612,100 39,342,400 
82,321 $2,321 


131,716 
48,100 


5,682,700 
2,219,484 
$63,463,216 


2,687,067 
17,308,868 


$2,869,609 

12,000,000 

39,232,000 
84,821 


48,100 


$63,101,045 
1,819,484 


$61,281,561 
2,172,871 
11,260,808 
$3,693,839 
12,000,000 


39,110,500 
87,529 





Fixed assets at cost... .$88,921,46 
Less: deprec’h, reserves 18,126,385 


$74,132,904 
13,249,350 


$73,215,340 
10,803,961 





“Depreciated” value... .$70,795,161 
Dubious Assets 

Claims against Mexico.. 0 0 0 

Profit-Loss “Surplus’’..$18,810,787 $17,522,119 $16,466,894 
Outstanding Capital 

Bonds, less sinking fund $1,009,000? $1,013,607 

Pfd. stock, 8% non-cum, 12,000,000 12,000,000 

Common, par $100....... 44,909,000? 40,826,400 

Subsidiaries out (par).. $1,321 82,321 


$60,883,554 $62,411,379 


*Sept. 30, 1919; all other dates above, as of Dee. 31. 

1About 2% millions receivables from subsidiaries and affiliated companies appears in 
1919 and in 1918 in the accounts, correctly listed as such items should be, under fixed as- 
sets, like plant, etc. No such item appears in 1920. It is not plain whether the debt was 
paid off in cash, or whether it was absorbed into the 15-million gain in properties in 1920, 
or absorbed into the expansion in general receivables. In the latter event cash position, 
net, at end of 1920 would not be comparable with former years. To make it comparable, in 
that event, would have to be deducted such receivables, if uny, receivable from own subsid- 
iaries and “affilated’’ companies. 

*$45,268,500 common stock outstanding June 17, 1921, according to President Doheny. Ad- 
ditional capital now outstanding, not mentioned above is $10,000,000 of 8% sinking-fund 
debentures dated May 1, 1921, and offered the public at 96% in April, 1921. Besides 8% in- 
terest yearly, they require half yearly, beginning Nov. 1, 1921, sinking fund to retire $1,000, 
000 of the debentures when purchasable not over 102% (and interest), and lesser amounts 
when market price is higher. 


Book or Paper Profits for Year* 


(Based on Sales, Less What the Company Reckons as “Costs,” gatas te Taxes, Etc.) 


1920* 1919* 1918 19 1916 1915 
$15,365,797 “s 3: 20, 546 $17, aT, 129 $9,668,463 $4,509,611 
Included 25,481 410,111 Included 603,82: 


$7,592,229 $10,543,077 $8,496,764 $1,825,185 $1,523,605 
2,445, 389 3,856, 668 3,348,227 400,000 400,000 
5,000,000 621,000 0 0 

190,839 446,838 705,229 290,268 301,728 
960,000 720,000 960,000 960,000 960,000 0 
$8,813,899 $3,707,071 $5,739,444 
$20.50 $9.08* $14.13 
15.07 4.87* 8.26 


Other income 

Less: costs, ete. 
“Costs’’; local taxes.... 
Depreciation; depletion. 
Income tax reserve 
Interest; discount 
referred dividends..... 


$3,606,246 
1,898,749 








Net for common 
A share that year 
Present share yearly’. 


$4,026,020 
$10.23 
4.47 


$6,193,060 $2,888,101 
$15.83 $5.12 
9.26 1.97 


*Nine months of 1919; other years full year. No annual report for 1919 full year was 
published, but $6,020,489 net for the common after preferred dividends is reported for 1919 
in the company’s report for 1920. This equals $14.75 a share for 1919, or would equal $8.88 
per present share. 

1per “share that year” refers to paper profits per share common stock outstanding 
Dec. 31 of the respective year, after interest and preferred dividends and taxes, etc., as 
above, but without reckoning redemption and sinking funds. Per “present share yearly” 
shows what the above profits would equal per share on 452,685 present common shares and 
after deducting a further $2,000,000 a year average bond interest and sinking-funds, in- 
cluding those on the new $10,000,000 of 8% debentures of 1921. 


Available Profits in Realization Assets 


(Realizable Gains, or Debits, in Net Cash on Hand, Dividends Paid Out, 
Inventories, Ignoring Unrealizable Plant “Gains.” ) 

1920* 1919* 1918 1917 1916 1915 
.—$3,846,000 +$2,938,000 + $555,000 +$1,896,000 + $168,000 -$262,000 
+ 5,756,000 + 2,652,000 + 3,168,000 + 1,180,000 0 0 

699,000 — 77,000 387,000 + 290,000 + 2,489,000 + 63,000 


Salable 


Net cash, up? down ?.. 
Dividends paid out 
Oil account 





Net Realizable Gain.... $1,211,000 
Disposal: mainly Paid out Cash gain Paid out Cash gain In oil In plant 
Present share yearly.... Nil $8.87* $2.99 $2.99 $1.45 Nil 
Further Gains, but Not Available Profit i.e., tied up in fixed plant 
Net fixed assets up..... $9,912,000 0 $1,589,000 ( $2,182,000 
Bonded debt paid off... $5,000 0 1,159,000 824,000 
Less: debits 
Net fixed assets down 
Net capital increase.... 





$5,513,000 $3,336,000 $3,366,000 $2,657,000 -$199,000' 


$2,728,000) 


$761,000 703,000 


$1,528,000 
278,000 


$2,641,000 


$1, 270,000 110,000 122,000 421,000 








Unrealizable gains ..... $9,917,000 $1,806,000! “$1, ,478,000 —$1,990,000' $2,884,000 


$3,010,000 


*Nine 
1Z,oss or 


months 1919; 15 months for 1920 ending Dec. 31, 
deticit, net. 
Price Range Shares; Dividend 

1921 1920 1919 1918 1917 1916 1913 
High Boeke s 74, 222 264 194 106% 12956 7S\%, 
On Ree 87 148 162% 79 67 885g 41% 
Dividend 5 . $12.00 $10.50 = $8.50 $7.50 $1.50 Nil Nit $4. 00 
Book profit (} “e cocnce ? 15.07 8.88 8.26 4.47 $9.26 A 2.23 
Available net (*). eoewin ? Loss 11.83 2.99 2.99 1.45 § ? ? 


1920. 


() Per “present share.” 
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Sloss-Sheffield: New Financing? 


Dixieland’s Premier Coal and Iron Preducer’s Debts Exceed Funds—Twenty 
Years Retrospect—Financing Has Helped Before 


HE slump in the steel trade hits 
hard the Sloss-Sheffield Steel & 
Iron Company, although this Ala- 
bama producer is not strictly in the steel 
usiness, but is essentially in coal and 
coke, and pig-iron. Its chief output is 
iron-ore and pig-iron, as to which the 
bottom has practically fallen out of the 
market. The company closed all but a 
single one of its seven blast furnaces in 
April, and suspended dividends on the 
common stock at the same time, and closed 
the remaining furnace in July. It op- 
erates only some iron ore mines, coke 
works and two coal mines. 


To make worse the business depression 
of 1921, the company started the year bad 
off in a financial way. It was deep in the 
hole. Only $924,523 gross cash and re- 
ceivables were on hand, against $5,241,013 
to start 1920, a drop of over $4,300,000. 
This was partly accounted for, however, 
by paying off $1,288,000 of bonds and 
$300,000 notes, in 1921. 


All Liberty bonds were sold out in 1920, 
leaving finances stripped to the core. In 
the past decade, only in the fall of 1914 
were finances so poor, and then debts were 
less. 


HIGH RECORD DEBTS 


Low-record cash in 1921 is offset by 
high-record debts. The combination is a 
bad one. Some $2,457,903 current debts 
to pay, exclusive of reserve liabilities, 
establishes a new high record in debts. 

Net cash position was in the hole to the 
tune of $2,107,953 at the start of 1921. 
That is the deficit by which total com- 
bined cash, receivables and Government 
bonds fell short of meeting current debts 
and reserves. 

The table emphasizes how net cash has 
stood in previous years. Note how share 
prices move with net cash position. It 
emphasizes the old rule that the stock 
market keeps closer tab on the net cash 
register than on bookkeepers’ profits; the 
till counts more than the books. 

Sloss-Sheffield has been in the hole 
financially before, rather often to tell the 
truth, but never so deep. It seemed 
deeper in the hole at the end of 1918, when 
$3,416,386 was the deficit between cash 
assets and cash liabilities. However, a 
special liability of $5,013,000 was included, 
under the contract to construct the new 
by-product coke works. The company 
started 1919 some $1.597,000 to the good 
in net cash position if this special liability 
were omitted. Moreover, it retired $2,000,- 
000 of 25-year 414% bonds due in 1918. 
This very strong cash position (the strong- 
est in history) resulted in the shares boom- 
ing to a high of 89 in 1919, when the com- 
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pany succeeded in raising $6,000,000 on 
10-year notes to finance the new coke 
works and to retire $2,000,000 of 33-year 
6% bonds due 1920—the last bonded debt. 
The boom of the stcok to a high of 89 
in 1919 in a year when the company was 
losing money emphasizes again that cash 
counts more than paper profits in in- 
fluencing share prices. The finances were 
also helped in 1919 when the company r2- 
ceived $1,497,378 from the Government in 
settlement of the cancellation by the Gov- 
ernment of war orders. 


The net cash position of $1,416,403 to 








Finances; Share Prices 


7—Per Share Common Stock—, Net 


Share Prices Divi- Cash 
High Low Profit dend Dec. 31 

21 56 32% er ee wenawe 
20 82 43 $18.80 6.00 —$2,107, 
19 89 4614 Loss 10.50 !1,416,% 
18 71 39 30.62 1.50 -3,416,5 
17 74% 3314 14.67 0 
16 93% 37 9.98 0 +23, 
15 667 24 1.70 0 —205, 
14 5 1914 0.21 0 -984, 
13 45% 23 2.09 0 —40, 
8... 59% 39% 0.84 0 +419, 
:. oe 56% 34 Loss 0 -142, 
72... 861%, 48% 2.02 3.75 -2, 
09 9454 6.57 5.75 +1,047, 
08 81% 36 4.95 4.25 +1,126, 
07 77% 26 9.93 5.00 +594, 
06 9714 6814 5.31 5.00 +919, 
04 65% 3114 ae rick oes 
03 72 22% , eee 
02 2914 eee 
01 4114 191, Os cress 





1Nov. 30 prior to 1917; in this column last 
3 ciphers are omitted. 
sace stock dividend of 3344% was paid Oct., 


’Seeming deficit in net cash in 1918 and 
surplus at end of 1919 misleading; see text. 








the good at the end of 1919 is deceptive. 
It did not come from earnings. It was 
due in part to receiving the fore-men- 
tioned $1,497,378 from the Government 
and a further $6,000,000 proceeds of note 
issue, less $2,000,000 old bonded debt paid 
off with the note proceeds. Based on op- 
erations alone, finances would have been 
deep in the hole at the end of 1919, and 
high on the plus side at the end of 1918, 
or contrarywise to seeming face of the 
actual figures. 


BY-PRODUCTS WORKS 


The company was moderately in the 
hole in finances continuously for several 
years before the War and during the War 
—in fact, from 1913 to 1916. It broke 
even, with debts very slightly under cash 
resources at the end of 1916, when a smail 
“plus” balance first showed. The “plus” 
balance grew in 1917, when dividends start- 
ed on the common, and grew some more 
in 1918, till the company paid off its bonds 
and embarked on its very costly by- 
product coke works, 


The net cash deficit of $2,107,953 at the 
start of 1921 compares with a previous 


record net cash deficit of $983,710 in 
Nov., 1914. 


The reason assigned for shutting down 
all but one of the blast furnaces in April 
was not only paucity of new orders, but 
still worse, failure of customers to accept 
deliveries on prior contracts. Almost every 
week since then the market has seen new 
record low prices for pig-iron and coke. 
One week pig-iron drops; the next week, 
charcoal sinks; sometimes, for a change, 
both sink together. 


The 7% preferred at 65 bid has never 
sold so low in over 20 years recorded 
history. The common stock, recently at 
32%, established a new low since 1914-15. 
Its record low is 19% in 1901 and 1914. 

The steel business is overloaded with in- 
ventories of finished and partly finished 
steel products and pig-iron. There is no 
immediate demand for pig. However, a 
saving feature is that when business re- 
vives in steel, the first plants to expand 
operations will be, obviously, the pig-iron 
and coke makers, as these are the first 
steps in the making of new iron and 
steel, after mining the iron ore and coal. 

The shutting down of blast furnaces is 
not so bad as it sounds, as operations have 
been several years at only a fraction of 
capacity, and the concentration of curtailed 
output is good economy. 


PIG IRON PRODUCTION 


The seven pig-iron works are located at 
Birmingham, North Birmingham, Flor- 
ence and Sheffield, in northern Alabama, 
and have an aggregate annual capacity of 
near 600,000 tons of pig-iron. The maxi- 
mum actual production in recent years 
was only 387,000 tons in 1918, or near 
two-third capacity. Production fell to 
250,000 tons in 1919, but in 1921 wiil 
scarcely exceed half the latter figure, bar- 
ring an unforseen and sudden improve- 
ment. 


The company has survived many panic 
periods in the 22 years since it was in- 
corporated in Aug., 1899. It is the largest 
of the independent coal and iron operators 
in the South. The “Steel” in the title is 
somewhat of a misnomer. It has 62,500 
acres of coal lands and 40,400 acres of ore 
lands in Alabama, and some ore in Ten- 
nessee. It operated for many years under 
lease, the Sayre coal and coke works at 
Sayre, Ala., but when the lease expired, 
Feb. 1, 1918, Sloss-Sheffield did not re- 
new the lease, which went, instead, to the 
Gulf States Steel Co. 

The year, 1919, the company 
stepped on a piece of hard luck when the 
U, S. Fuel Administration placed a high 
price on Alabama coal. This was re- 
ceived with a hurrah. It was supposed 
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to mean prosperity for the Alabama coal 
operator. Instead, another arm of the 
Government, the Railroad Administration, 
stopped buying the high-priced Alabama 
coal and filled a large part of its require- 
ment with cheaper Tennessee and Ken- 
tucky fuel. 

The biggest blow of all to the company, 
in recent years, came when it embarked 
on a $6,000,000 investment in June, 1918, 
to build 120 by-product ovens, finished in 
April, 1920. 
dinary high wartime cost, was requested 
by the Government, to supply it with 
toluol, ammoniacal liquor and other war 
chemicals 


The investment, at extraor- 


The Government, to compen- 
sate the company for the extraordinary 
cost of the works, agreed to take at a good 
price two years’ production. The end of 
the War caused the Government to cancel 
its proposed purchases, as of Dec., 1918, or 
within six months of signing the original 
contracts. The company could not cancel 
its own contracts for the construction of 
the by-product ovens. In part the new 
works were required to replace the obso- 
lete old beehive coke ovens. The books 
for 1918 showed an item of $2,502,959 
loss on the contracts, but in 
1919 the company collected $1,497,378 from 
the Government to 


coke-oven 


reimburse it for its 


losses, and in settlement of the Govera- 


ment’s contracts with it. 


COMMON “EARNED” 

Incidentally, the $1,497,378 received from 
the Government appeared on the books as 
“profit” in 1919. Omitting that item, op- 
1919 showed a loss “earned” 
stock. Of course the 
from the Government 
offset the item for 
1918.° The claim against the Government 
should have appeared in the 1918 accounts 
as at least a possible or contingent asset 
to offset such loss item. 


““ 


erations in 
by the 
money 


common 
received 
1 ss” 


should have 


The by-product coke ovens built to sup- 
ply a war need are by no means a “loss.” 
They are a vast improvement on, and have 
supplanted, the old beehive coke ovens at 
Birmingham, Coalburg, Brooksides, Bloss- 
burg, Flattop and Dora. 
was the 


The only “loss” 
of extra high wartime 

under the contracts 
placed in 1918, and a further “loss” is the 
$540,000 a year extra carrying charge on 


payment 
construction 


costs 


the money borrowed to finance the con- 
struction of the ovens. 

The borrowings wer 
gust, 1919, when $2,000,000 of old 6% 
bonds due 1920 were retired, and were 
with $6,000,000 of 10-year 6% 
The interest 
charge on the net increase in funded debt 
is $240,000 a year. Also, $300,000 a year 
is compulsory sinking fund against the 
About $450,000 was the 
cost of underwriting and 
$6,000,000 new financing 
in 1919. 


As a result the company now has a mod- 


effected in Au- 


replaced 


sinking-fund notes. extra 


notes per year. 
arranging the 


($4,000,000 net) 


ern up-to-date coke 
in the 


works, one of the best 
country. Phe ld works “were 
fast becoming obsolete,” says the 


(Concluded on page 314) 


annual 


IO? 


AChat Around the Round Table 


Occasional Talks by the Managing Editor with Subscribers 
on Matters of Mutual Interest 


HY do certain financiers express 

themselves bullishly when trade 

conditions do not support their 
conclusions? Do they do it to unload their 
stocks on the public?” 


said I would 
discuss the above query of a subscriber 


In my previous chat I 
in a forthcoming issue. I shall now prc- 
ceed with this task, not with any inten- 
tion of holding a brief for any captain of 
industry, or for any of the big men who 
look after the financing of corporations, 
but to keep the record clear, as it is 
stated in legal circles. 


Krom the voluminous 


THE 


correspondence 
FINANCIAL Wor-Lp and its 
large family of subscribers I can well see 
that this impression has taken hold of 
some of them, especially where it hap- 
pens that a person has been led to buy 
a security by certain optimistic state- 
ments credited to the head of the com- 
pany in which the 


between 


security represents 
ownership and the failure to advance in 
price fails to confirm his public utter- 
ances. 


Rarely are interviews given for such an 
ulterior and selfish purpose as to unload 


securities on the public. This I know 


from personal acquaintance with some of 


our big financiers. Most of thém are too 
modest to think that the market hangs 
upon their words with breathless interest. 
Judge Gary, for example, is not concerned 
about Wall Street. He never has been 
known as a speculator, like Daniel Reid, 
or Judge Moore, or some other big op- 
erators of whom I have heard, or known. 


Judge Gary is by nature an optimist; 
so is Charles M. Schwab. 
only 


They can see 
the good and the bigness of the 
business over which they preside. More- 
over, it must be remembered that, when 
they express their hopefulness of a re- 
vival in their industry, the element of 
time and the occurrence of this change in 
their trade enters not into their calcula- 
They are not talking to the Street, 
or to the speculators, but to the thou- 


tions. 


sands of individuals for whose investments 
they act more or less as custodians. 


They sense their duty to the sharehold- 
ers of their companies. It is in response 
to this higher feeling that a big man like 
Judge Gary, and others whom I have 
known, give out reassuring statements so 
as to through fear or timidity, 
stockholders their stock, 
thereby playing into the hands of the spec- 


ulative 


prevent, 


from — selling 


element 
With them it is 
Wall 


of their 


a question of 


never 
Street for the moment 
what 


yf producing. 


what thinks 


stocks, but their business 
Their optimism 
always find immediate confirma- 

security market. But because 


are not deserving of the sus- 


picion that they talked to mislead 
people and, under cover of a “sm 


screen,” got rid of their own stock. 


Then it is true to human nature tl 
certain men are constructually of a chee: 
ful cast of mind. Of such clay builder: 
of America are made. If confidence is 
a low ebb their spirit rebels against 
because they regard this state of mind as 
an unnatural one, and they try to correct 
it by expressing plainly, through the pr: 
what they think, offering assurance t! 
their hopes of betterment suffer no i: 
pairment. 


Whatever the individual thinks, the 
world has always been better off by the 
presence of the optimist. The pessimist, 
especially the type that roams around s 
curity markets, would not mind another 
deluge, if it stopped before washing over 
his own feet. 


Big 


great unselfishness. 


often act witl 
From the lips of a 
man who knows personally of the inci- 
dent I am about to refer to, I learn how 
the head of a large oil corporation, when 
necessity compelled the suspension of cas! 
dividends, until the outlook cleared, took 
every precaution to keep the news, not 
only from the Street until the directors 
took the action, but even from the direc- 
tors. It was his purpose to prevent in- 
siders taking advantage of the situation 
He, himself, had not sold a share of his 
stock. His bigness of heart aiso has been 
emphasized by his personally buying scrip 
dividends of his company to help out peo- 
ple who could not afford to lose their in- 
come, even temporarily. 


men in a crisis 


Were the heads of big corporations pes- 
simists, whose eyes could see nothing but 
trouble, I could readily imagine 
would happen to the security market. 


what 


As a result of such a distorted attitud: 
of mind, there would be no _ investors, 
and, without them, it would be almost im 
possible for big businesses to finance them- 


selves. 


Even the bears would not be directly 
benefited by the croaking of a world 0! 
pessimists, were there no optimists, for 
they would find no buyers for what the) 
endeavored to sell short, and they could 
not make any profits. The very absen 
of buyers would force them into becom- 
ing buyers. 


Since progress is made from optimism 
the more men of the Gary and Schwa! 
type the better off is the public. 


The weather bureau records show t! 
clear days outnumber cloudy and _ rail 
ones by twelve to one, if not more. Th: 
pessimist’s business and in tl 
market kas about as short a life. 


day in 


Another chat will appear in a later issue 
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Kernels of Week’s Financial News 


Significant Financial Events of the Week Pithily Presented 
—Their Influence Interpreted Favorably or Unfavorably 


Corporate Matters 

International Motor Truck for the sec- 
md quarter in 1921 reports net after 
taxes and charges of $523,638 against 
$4,395 in the preceding quarter. 

Stewart-Warner for the second quarter 
in 1921 reports operating profits before 
taxes of $601,945 against $740,843 in 
the second quarter in 1920.— 
ercules Powder for the first six months 
in 1921 reports net earnings equal to 
$1.62 a share on the preferred against 
full preferred dividend and $15.03 a 
share on the common in the first six 
months of 1920.— 

General Motors for the*first six months 
of 1921 reports net earnings equal to 
31 cents a share on the common stock 
igainst $1.66 a share in the first six 
months of 1920.— 

United Paperboard for the year ended 
May 28 reports net earnings equal to 
$3.64 a share on the common against 
$8.11 in the preceding yvear.— 

Freeport-Texas for the six months to 
May 31 reports net before taxes, equal 
to 43 cents a share on the capital stock 
igainst $1.47 a share in the correspond- 
ing period of the preceding year.— 

Loft, Incorporated for the first six months 
of 1921 reports net earnings equal to 
51 cents a share against $1.08 a share 
for the first six months of 1920.— 

California Petroleum for the first six 
months in 1921 reports net earnings 
equal to $7.79 a share on the common 
against $4.94 a share in the ‘first half 
of 1920.+ 

Chicago & Eastern Illinois for the year 
ended December 31 reports net income 
of $1,504,342 equal to $13 a share on 
the preferred against deficit of $1,340,- 
137 in 1919.+ 

Certain-Teed Products Company for the 
first six months in 1921 reports net pro- 
fits of $64,459 against $1,066,289 in the 
corresponding period in 1920.— 

Canadian Locomotive for the year ended 
June 30 reports net earnings available 
for common dividends of $605,291 
against $109,189 in the preceding year.+ 

Receiver in equity appointed for U. S. 
Mail Steamship.= 
‘ities Service for July reports gross earn- 
ings of $698,671 against $2,117,919 in 
July 1920, and net applicable to com- 
mon $60,705 against $1,510,269.— 


Commodities 

il—Daily average production for the 
week ended August 13, 1,304,070 barrels 
against 1,315,840 barrels in the preced- 
ing week.— Average price of gasoline 
in 30 cities, 20.3 cents a gallon against 
28.9 cents a gallon on January Ist.— 

‘oal—Production for the week ended 
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Week’s Business Index 
(For the Week Ending Wednesday, 
August 17) 
UNFAVORABLE POINTS—30 
FAVORABLE POINTS+20 
NEUTRAL POINTS=9 
Analysts 
Readjustment is progressing satis- 
factorily in so far as underlying fac- 
tors ‘are concerned although a visible 
improvement in most lines of busi- 
ness is not marked. Sentiment is 
much better and a greater degree of 
assurance is felt generally, than has 
been the case since deflation began. 
Dominant Factors 

The upturn in commodity prices a 
week ago has resulted in an increase 
in buying by the consumer. Orders 
are being placed more freely in the 
textile and leather trades in particu- 
lar. Prices for pig iron advanced 
during the week for the first time in 
months as the result of stronger de- 
mand. The steel industry is reported 
also as more active and the turn for 
the better seems distinct. The motor 
and tire industries remain in an un- 
certain position with scattered price 
cutting in some quarters. Copper and 
other metals are quiet and steady. 
Petroleum industry shows few signs 
of improvement and a rather long- 
drawn-out period of adjustment is 
likely. Car loadings for the first week 
in August showed some falling off 
due sto less demand for grain ship- 
ments. Movement of building mater- 
ials, especially lumber, tends toward 
betterment. 

Credit conditions are reassuring 
and bankers seem more willing to ac- 
commodate borrowers than at any 
time during the last year. The Fed- 
eral Reserve reported a further gain 
in reserves and made a new high 
record on the present movement. 
Money rates were firm but no strain 
was noticable. Foreign exchange rates 
were heavy with marks going to a 
new low, the cause being attributed 
largely to speculative selling. 

The stock and bond markets were 
extremely dull and much irregularity 
was present in speculative issues. 
New issues are readily subscribed. 
Changes in number of failures, 
amount of unemployment and collec- 
tions during the week were not sig- 
nificant. 

A working out of readjustment pro- 
blems is being accomplished and time 
only seems necessary until normal 
conditions obtain. 








August 6, Bituminous 7,296,000 tons 
against 7,352,000 tons in the preceding 
week and 10,432,000 tons in the corres- 
ponding week of 192).— Anthracite 
1,864,000 tons against 1,750,000 tons in 
the preceding week and 1,805,000 tons 
in the corresponding week of 1920.+ 


_ 


‘otton—Irregular. New York spot for 
middling 12.80 cents against 12.90 cents 
a week ago.— Lint Cotton consumption 
in the United States for July, 410,120 
bales against 461,656 bales in June and 
524,489 bales in July 1920.— 

Sugar—Dull and easy— 

Coffee—Firm+ 

Cereals—W eak— 

Provisions—Quiet and easy— 

Steel—Price for 8 principal products 
$49.63 unchanged from the preceding 
week.= Structural steel orders for July 
60,200 tons against 66,900 tons in June 
and 50,800 tons in May.— 

Lead—Irregular at 4.35 against 440 a 
week ago. 

Tin—£151 10s against £159 5s a week 
ago.— 

Copper—F'irm and unchanged at 12 cents. 

Exports for fiscal year ended June 

30; 457,802,787 pounds against 621,954, 
181 pounds in the preceding year.— 

Spelter—LEasy at 4.10 against 4.25 a week 
ago.— 

Pig lron—Better demand with prices 50 
cents to $2 per ton higher.+ 

Monetary metals—Silver domestic un- 
changed at 9914 cents. Foreign 62 

cents against 60 cents a week ago.+ 

Gold Bars 113s 1d against 112s 7d a 

week ago.+ 


Bond Market 

Bond sales for the week amounted to 
$42,989,000 against $42,619,000 in the 
corresonding week of 1920, an increase 
of $379,000.+ 

Bond market—Dull and irregular. Liberty 
bonds steady. Municipals dull. Indus- 
trials irregular. Railroads steady. Trac- 
tions firm. Foreign bonds steady. 

Important bond offerings of the week— 
San Diego & Arizona Railway $600,000. 
Province of Saskatchewan $3,000,000 


Stock Market 

Stock sales for the week amounted ‘to 
2,405,800 shares against 2,084,100 shares 
in the corresponding week of 1920, an 
increase of 321,700 shares.+ 

Stock market—Dull and irregular. 

Public utilities—Steady+ 

Outside Market—Heavy- 

Other Markets—Paris and London dull. 
Philadelphia, Chicago and Boston irreg- 
ular.= 

\verage price of 20 rails ranged from 
71.30 to 71.97 against 73.40 to 74.05, in 

(Concluded on page 314) 
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In The Land of ity Finance 


Receiver for Uncle Sam Oil 

Stockholders of the Uncle Sam Oil Co., 
who had occasion to read the vicious let- 
ter its general attorney wrote to THE 
FINANCIAL Wor-p, and which it published 
in a previous issue to show in what con- 
tempt it was held, have in this particular 
correspondence but another link in the 
long chain of evidence of misinformation 
and outright imposition of which this 
outfit of exploiters are guilty when they 
compare it with the appointment of re- 


This 


August in 


ceivers for the company. action 


was taken early in Kansas 


City. 


that 


It was only in the previous week 
Tucker 


newspapers an 


advertised in the 
to let 


himself 
offer people buy 
his personal stock on the intimation by 
him that the company was about to bring 
in a gusher almost any day. He must 
havc known when authorizing this par- 
ticular announcement that the company 
then was in financial straits. He now 
claims in explanation of the receivership 
that the company is solvent and this legal 
step was only taken to conserve its re- 
This is pure buncombe, as any 
sensible person will realize, for no court 
is asked to take over a property unless 
this course ad- 


sources. 


financial stress makes 


visable. 


For more than fifteen years Tucker has 
been pulling the wool over the eyes of 
the investing public, and where any rep- 
utable publication endeavored to warn 
the public of his get rich quick financing 
it was branded by him and his hirelings 
as a tool of the Standard Oil interests. 
This sort of back fire he found to his ad- 
vantage, believing that by working upon 
people’s sympathy he could attract their 
attention to his company. Letters similar 
in their to the one sent to 
Tue FrnANcIAL Wor p has been addressed 
to other publications and it was also his 
habit in the company’s stock advertising 
to brand the newspapers which were 
outspoken in their criticisms of him as 


viciousness 


venal. 


Now that the are associates 
of Tucker, among whom is also General 
Counsel Hadley, the putrid letter writer, 
the holders of Uncle Sam Oil Co. secur- 
another bombardment 
urging them to put up more money in 
order to from falling 
into the harids of the Oil octopus. That 
phrase is a popular one with Tucker, but 
among the there are none who 
need closer watching than himself. 
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receivers 


ities may expect 


save the property 


octopi 


By Iconoclast 
A Copper Optimist 


A very rosy future is pictured for cop- 
per by the president of the United States 
Copper Co., in which incidentally he ex- 
pects his company to share in extensively. 
A great many investors who bought the 
stock upon the exaggerated representa- 
tion of Paul A. Newman & Co., when 
they were acting as fiscal agents will hope 
for the this expectation, 
though up to the present time they have 
little evidence of it. With steady 
production this official of the company 
thinks the stock should gradually advance 
on the New York and Boston Curb mar- 
ket to anywhere from $5 a share to $50. 
This statement however is more modest, 
extreme as it is, than was Newman’s claim, 
when he called the stock the “Investment 
Opportunity of the Century” and when 
he wrote in his circular matter, “what 
would you say, if we tell you U. S. Cop- 
per promises to be greater than United 
Verde Extension, or Senator Clark’s Fa- 
mous United Verde Mine—and within six 
months or so.” Six months have long 
passed by and the company is yet far off 
from even being a fair copper mine. 


realization of 


seen 


* * * 


Just A Litthe More Cash 


What is good news? It all depends up- 
on the viewpoint. As a proof of this 
statement let us consider the peculiar na- 
ture of the good news that the Garrison 
Coal & Oil Co. of Dallas, Texas, com- 
municates to its shareholders. The good 
news is that the company is to be suc- 
ceeded by another, and why? Because 
financial difficulties make this course com- 
pulsory. In a letter announcing this 
action the admission is made that efforts 
to finance itself have not been successful 
and therefore the company is forced to 
ally itself with another company. As 
for the successor company as little is 
known of it as of the Garrison enterprise, 
so where is all the good news? Probably 
it may consist of a hope on the part of 
the trustees of the company that their 
financial scheme of getting in some more 
money will succeed in leading their share- 
holders to think this is real good news. 
This is the only interpretation that can 
be put upon it. Stockholders can only 
get two shares of stock of the new com- 
pany for one share of their own by pay- 
ing an assessment, which is more than 
the stock is worth. The terms of the 
exchange would suggest this thought, if 
nothing else would, for why should a suc- 
cessful corporation give away two shares 
of its stock for one of another that on its 
own admission has been a failure? 


A Dawson Estimate 

In appraising the prospective value of 
his latest flotation stock of the American 
Gas Improvement Co., B. X. Dawson is 
not at all modest in his estimate. To one 
of his clients, who seems to have bought 
more than one lemon from him, he places 
its future value as high as $100 a share. 
That is when the business is established 
and well under way. In the meantime it 
can be secured by special terms of his 
preliminary offer at $7.50 a share. This 
is under its par value. It is remarkable 
of what generous mold certain promoters 
are composed. They are almost prepared 
to give their shirts off their backs, such 
is the impression their supposed interest 
in the investor’s welfare radiates. Ap- 
parently American Gas Improvement stock 
is not costing Dawson much for he says 
to a Freeport, IIl., subscriber that he can 
apply to his purchase price what he paid 
for his other two lemons, the Kingman 
Zinc Mining Co. and Crown Oil. Even 
at this bargain price American Gas Im- 
provement stock is very dear with the 


chances of it becoming an ultimate suc- 
cess so remote. 


* * * 


Making Millionaires 


Gilbert Johnson, oil operator, of Fort 
Worth, Texas, we conclude after reading 
the type of literature he is the creator of, 
is one of those individuals who look upon 
millionaires as a common product, as 
easily produced as potatoes. According to 
his verdant language, it is only necessary 
to reach this Midas goal for the aspirant 
to seek out a “discovery oil well,” and then 
he will be among the lucky ones of whom 
the Government believes there are not 
enough otherwise Congress would not be 
so much troubled about where it can get 
the four billions which will be needed next 
year to meet its expenses. Any skeptic, 
who hesitates to believe millionaires can 
be made so easily, is requested to experi- 


ment with Johnson, who is prepared to sel! 
him a unit in his Runnels Oil Syndicate 
for but $25; certainly small enough for 
an opportunity to tie up with a discovery 
well. But should it so happen that the 
investor does this it is more likely he will 
become a confirmed skeptic for million- 
aires are not made by any such guides as 
the innumerable Johnsons. 
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HAT looks like a very interesting 
\ \ situation, to say the least, has de- 

veloped in the affairs of one of 
the “Standard Oil” companies. It seems 
deserving of comment because it illus- 
trates a point so often emphasized in THE 
FINANCIAL Wor tp, namely; that investors 
ought to be on their guard at all times, 
even though they own a Standard Oil 
security. 


In the New York Times last Wednes- 
day, appeared an item of news to the ef- 
fect that the Southern Pacific Railroad 
had offered to the larger independent oil 
refiners in North Texas the free use of 
any part of 500 tank cars, providing that 
the shipments were routed over the com- 
pany’s lines. The article further said 
that there were approximately 40,000 idle 
tank cars in the United States at present. 


This news, it seems to us, has a double 
significance to holders of Union Tank 
Car common stock. In the first place, it 
suggests the possibility of competition 
from a new direction. Secondly, it in- 
dicates the extent of the slump in the com- 
pany’s business. Of course, the entire oil 
industry is in the throes of depression at 
this time, and it would not be wise to 
look upon current tank car statistics as 
representative of a normal situation. 


HAS INCREASED ITS CARS 

But the fact that the Unlon Tank Car 
Company, within the last year or so, has 
increased the number of its tank cars, 
through purchases at high prices, by 33 1-3 
per cent, only to face a situation like that 
indicated by the foregoing figures, is food 
for thought. 

And speaking of competition, some in- 
teresting figures were recently presented 
to the railroad executives of Eastern, 
Western and Southern territories, by 
counsel for the Petroleum Rates Commit- 
tee, in an appeal for lower rates on petro- 
leum products. The figures presented 
showed that in 1920 the railroads trans- 
ported 26.5 per cent. of the aggregate crude 
oil and its products; 9.3 per cent. of the 
crude oil produced, and 51.4 per cent. of 
the refined products which went into do- 
mestic consumption. In the first quarter 
of 1921, however, the ratio of rail move- 
ments to output of petroleum products, 
minus exports, was 39.8 per cent. The 
railroads moved 6.2 per cent. less of such 
products than in the same quarter of 1920, 
although the output increased 19.8 per 
cent.; and they moved 24.8 per cent. less 
crude oil, although the production in- 
creased 11.6 per cent. 

While statistics for later periods were 
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not available it was stated that the pro- 
portion of this traffic transported by rail 
was growing materially less. Furthermore, 
it was said that the proportion of refined 
products, moved by rail, was astonishingly 
small, and that the increasing use of other 
transportation facilities indicated that it 
would continue to diminish if rail rates 
maintained at present levels. 


WATER HIGHWAYS 


The chief development was declared to 
be the increased use of transportation by 
water on ocean, rivers, lakes and canals. 
As an illustration, it was shown that one 
company for the year 1920 reported de- 
liveries by barge to points in official class- 
ification territories from Maine to Illinois, 
an aggregate of petroleum products, a- 
mounting to more than 200,000 tons, equal 
to 6,795 tank cars, at 30 tons per car. 


Another instance was given where a 
company doing a large business in the 
Southeast has substantially readjusted its 
whole transportation service by the estab- 
lishment of a large number of bulk sta- 
tions, which can be reached by water 
facilities. The company itself summarized 
one result of this change by stating, “The 
loss to long haul rail carriers on ship- 
ments to 8&5 points approximates 1,000 
tank cars, of 15,000 pounds each, for the 
first six months of this year.” 


Still another company, it was shown, 
formerly shipped 75 to 100 tank cars of 
gasolene per week (3 to 4 solid train 
loads), from an interior refinery to a 
single consuming center. All of this gaso- 
lene is now moving by barge. 


ONE-SIDED STATISTICS 


Of course, allowances may be made for 
the possible one-sided character, of the 
statistics, etc., presented by the oil com- 
panies who are demanding lower freight 
rates. Nevertheless, the facts are suff- 
ciently clear-cut to indicate certain defi- 
nite tendencies. 


As stated, the Union Tank Car Com- 
pany now has about 30,000 tank cars. On 
January 1, 1920, it had 20,584 and on Jan- 
nary 1, 1913, 11,881. Before the war, 
the Union Tank Car Company dominated 
the situation to a far greater extent than 
it does today because individual refiners 
have added greatly, in recent years, to 
Hence, 
the present depressed condition of the in- 
dustry is more serious for the Union 
Company than was a corresponding sit- 
uation which developed in the petroleum 
industry in 1914, after the outbreak of 
the war. 


their own tank car equipment. 


Naturally, the first thought to occur to 
one who compares the number of cars 
owned before with those now owned, if 
he did not consider the other factors in 
the situation, would be that the more 
cars owned, the larger the earnings. 

Idle cars do not earn money, however, 
and while we have no specific statistics 
of the number of Union tank cars in- 
cluded in the total idle cars, it is reason- 
able to assume that the proportion is at 
least 25 per cent. 

CAPITALIZATION INCREASES 

As compared with a capitalization of 
only $12,000,000 common stock, up until 
the end of 1919, upon which the dividend 
requirements at the rate of 7 per cent. per 
annum (the present rate) were only $840,- 
000 a year, the Union Tank Car Com- 
pany now has outstanding $12,000,000 7 
per cent. cumulative preferred stock, and 
$12,500,000 7 per cent. gold notes. 

Thus its present fixed charges for in- 
terest on its notes only are more than 
its common stock dividend payments were 
formerly. Its 7 per cent. cumulative pre- 
ferred stock requires an additional amount 
equal to the common stock dividend pay- 
ments. In other words, to meet its in- 
terest, preferred dividends and common 
dividends, the company must pay out more 


than three times as much as it had ever‘ 


disbursed for such purposes prior to 1920. 

The net income in 1919 was the high- 
est on record. It amounted to $4,835,342, 
compared with $2,161,434 in 1918, and 
$3,709,516 in 1917. The latter year was 
the second most prosperous in the com- 
pany’s history up until 1920 and 1918 was 
the third most prosperous year. If we 
take the average of those three years, we 
get $3,570,000. 

Granting that such an average earning 
power can be maintained in future, the 
company would be able to meet its in- 
terest and dividend charges with a sur- 
plus of about $1,000,000 a year to spare. 

However, there is still another charge 
to be met, namely, the sinking fund on 
the notes. That is fixed at $1,250,000 a 
year, beginning February 1, 1921. Ob- 
viously, the company could not meet this 
additional charge also out of earnings if 
they did not exceed the above average 
from 1917 to 1919 inclusive, unless com- 
mon stock dividends were reduced 

Do not forget, that in assuming that the 
company will equal the average earnings 
of the three most prosperous years in its 
history prior to 1920, we should probably 
have to assume that it would do so in 
spite of the conditions outlined at the 
beginning of this article, or that those 
condnions will undergo vast changes for 
the better. 
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Industrials 


American Locomotive 

There evidently is some appreciation of 
the good points of American Locomotive 
judging by the action of the stock last 


week. This is not surprising in view of 
the extraordinary showing of earnings 
on the common stock in the first six 


months of this year, and the strong finan- 


he company is 


} 


Clal position of t 


to enable it to weather the depression 
whatever requirements 
finally 


reaches the real stage of improvement. 


meet 


before business 


may contront it 


Jaldwin Locomotive 
President Vauclain of Baldwin Locomo- 


+ 


back from 


tive is Mexico, where he has 
rranged a credit of two and a half mil 
lion dollars to the Mexican government 

the purchase of locomotives. Mr. 
Vauclain reports large orders as a result 

the new facilities which he has ex- 
tended to the Obregon administration. 


\fter midweek last there was good buy- 


ing of Baldwin Locomotive, based on 


semi-official statement of earnings for 
the first half of the year, when it is 
claimed net was even larger per share 


than in the case of American Locomotive. 
The 


‘redit to 


ability of the extend 


Mexico 


to mean that the 


company to 
for equipment is taken 
stability of the present 


dividend rate cannot be questioned. 


Continental Can 

Heavy pressure was brought to bear on 
Continental Can early in the past week, and 
the price was driven down to a new low 
for the year. It would seem that all this 
is in anticipation or discount of a cut in 
There is some 
authoritative opinion to the effect that 1* 
would not 
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to pass the dividend 


the current dividend rate. 


be surprising were the directors 
altogether. In one 
movement last week the stock sold down 
to about 35, ig! 


which compared with a hig 


in the previous week of 44. 


Cuban American 
In the break in the list in the 
\merican 

doubt 

tation of un- 
The 


in prices were indications of the belief 


Sugar 


Cuban 
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WeCRK, 


as specially weak, the action no 


being influence 


ex pc 


favorable dividend action declines 


that t present low level of sugar prices 
s undermined the earning status of the 
mpat lowever, it be said that 
prior to the meeting of the directors, it 
vas not anticipated that there would be 
ny change in tl yreferr te 
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Action on dividend of Cuban American 
Sugar was deferred, which was quite in 
keeping with expectations. The reduction 
of the quarterly dividend rate by this com- 
pany at the previous quarterly meeting 
really was a forecast of what happened 
at mid week last. Deferring of the divi- 
dend, it was revealed, was pretty well dis- 
counted in the fore part of the week. 


Famous Players— 


The stock of 


was comparatively 


Famous Players-Lasky 
during last 


week, notwithstanding the fact that many 


strong 


expressed doubts as to the continuance of 
the regular $2 quarterly dividend, regard- 
ing taken at the 
directors meeting August 22nd. Some ex- 


which action is to be 
pect a payment of the dividend in stock, 
which of course, would be a development 
that could not be considered constructive 
in the long run, as traders are disposed 
to treat such payments bearishly in con- 
trast to the manner in which stock divi- 
their 
following Court 

last that 
the directors are confident that the com- 
the 
tinuance of payment of the cash dividend. 


dends were greeted at the time of 
the 


year. It is 


initiation Supreme 


Decision believed 


pany’s cash position warrants con- 


Industrial Aleohol— 

U. S. Industrial Alcohol made its bow 
in last week’s market by yielding to pres- 
level. 
There is talk of the possibility of the divi- 
dend being reduced, although nothing def- 
It is 


understood that the directors are divided 


sure and sinking to a new low 


inite in this connection is known. 


on the question. Business of the company 
has been holding fairly well for some time 
past but there is anticipation of a slight 
letting up from now on. 


International Harvester 
The bears have been employing them- 
and 
the 
opening of last week’s market in producing 
The 


however, 


selves with International Harvester 


succeeded in a single movement at 


a net loss of market 
and 
be no explanation for the 
weakness f the 
the ec 


four points 
vas purely professional, 
there seems to 
shares in anything in 


irrent 


prospective developments. 


International Paper 


On mor last week 
International Paper was selling fully $10 a 


what th« 


than one occasion 


share below actually 


View- 


company 
earned for the last 


the 


common year. 


} 
ing 


paper situation as a whole, it 
seems probable that this company will be 
able to show a substantial surplus after 


preferred dividends for the 1921 earnings. 


Current depression of the stock 


should, 











therefore, be tantamount to correction ot 
the technical position, 
National Cloak & Suit— 

A good fall business is anticipated by 
officials of National Cloak & Suit, as 3 
result partly of the improved buying power 
of agricultural districts. In the first half 
of this year, according to official informa- 
tion, operations were conducted on a very. 
narrow margin of profit, but the greater 
part of the net was used in reducing in- 
ventories, which as of February last totaled 
$6,933,281, contrasted with $12,000,000 at 
the opening of the fall season in 1920. The 
stocks have been very inactive for some 
time. 

New York Air Brake 

The directors of New York Air Brake 
met on Monday last to take action oi 
the quarterly dividend of the capital stock. 
Previous to the meeting there was som 
expectation that the dividend 
deferred, or 


would be 
action taken 
In consequence the stock closed 5 points 
When 
directors was an- 
the payment of the 
dividend in scrip, rather than 


some adverse 
helow its previous closing level. 

the 
favor of 


the decision of 
nounced in 
quarterly 
in cash, there was wide spread surpris¢ 
in financial circles, although the heaviness 
of the stock preceding the meeting would 
have indicated some disposition to regard 
the character of the dividend declaration 
with apprehension. The company’s finan- 
cial position is understood to be satisfac- 
tory, but directors believe that until rail- 
road buying comes into market in sub- 
stantial amount, resources should be con- 


served. 


Railway Steel Spring 
Special weakness developed in the stock 
of Railway Steel Spring, apparently in 


fearsome anticipation of the forthcoming 


directors meeting. The stock to all ap- 
pearance was discounting some change 


in dividend policy. The company at pres 


ent is paying at the rate of $8 annually, 
but those who claim to be conversant with 
the affairs of the company, asserted the 
plants are operating at only 35% of capa- 
city, although business is showing signs 
of improvement. Semi-official report says 
that the company is strengthening its finan- 
turning receiv- 


cial position by accounts 


able into cash. Last year the company 
earned $18.44 a share on the common after 
charges and the 


year is ended, it is expected that expan- 


taxes. Before present 
sion in new equipment buying by the rail- 


roads will be reflected in considerable 


stimulation for Railway: Steel Spring. 
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United Fruit— 

After a week-end slight recovery, United 
Fruit at the opening of last week was 
still under pressure. 

A bear drive against this stock devel- 
oped considerable proportions at mid week 
and there should not have been any sur- 
prise at its appearance because it had 
been common talk for some days that the 
bears were preparing their forces for a 
ceneral attack. Previously this year such 
campaigns have not been particularly suc- 
cessful. At this writing there has not 
been any great degree of progress and it 
remains to be seen just how vulnerable 
the stock is. It is claimed that there have 
been severe losses as the result of the de- 
cline in sugar and consequently the pres- 
ent price of the stock the bears believe 
does not reflect proper readjustment. 


United Retail Stores— 

The directors of United Retail Stores 
are expected to meet shortly for action 
regarding the October 1 payment of the 
11% per cent. dividend. A certain con- 
tingent which is inclined to look upon the 
tax situation as a source of worry has 
been slowly changing its mind lately and 
now seems ready to admit that there is 
a possibility of a more equitable arrange- 
ment of the taxes, and that when the 
final program is announced the tobacco 
interests will not be in an embarrassed 
position. Nevertheless, Retail Stores was 
weak along with the rest of the tobacco 
group. 


U. S. Rubber— 

Heavy selling featured last week’s open- 
ing for U. S. Rubber, pressure being 
brought to bear on both senior and junior 
shares. The death of Colonel Colt, chai:- 
man of the board, announced Sunday last, 
probably had something to do with the 
adverse action of the stocks, although 
there was no apparent reason for antici- 
pation of any considerable disturbance in 
the affairs of the company. The more 
plausible explanation might be the expec- 
tation of a poor statement covering opera- 
tions for the first half of the current year. 
\larking down of inventories to current 
prices, of course, must cut into U. S. 
Rubber just as it has in the case of so 
many other companies. Another factor in 
the situation is the probability that there 
will be a further cut in tire prices this 
fall. At the same time this company is 
in a more favorable position, generally 
speaking, than other rubber enterprises, 
as its product is well diversified and there 
as been but very little expansion in the 
re end of the business. 


+; 


Utah Copper 

There is some talk of a possible fur- 
ther reduction in the quarterly dividend 
rate of Utah Copper when the directors 
ame together for decision in September. 
in June the rate was reduced from $1 
to 50 cents a share and the company’s re- 
port for second quarter, which has not 
een made public, is believed will be 
minus any showing of favorable results. 
The stock has been holding quite firmly 
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and it would seem that its price about 
represents liquidation. 
Western Union 

It is believed that there has been little 
perceptible reduction in the extent of 
short interest, which has been built up in 
Western Union in the past two or three 
weeks. The shares held exceptionally 
well during last week’s trading. With the 
new financing out of the way, in antici- 
pation of which the stock was sold down, 
a substantial rally in price can reasonably 
be expected. Earnings in the first six 
months of the current year were equal 
to only $4.07 a share on the stock. In 
normal times over one half of the net 
income of the company is earned in the 
second half of the year. If one allows 
for increased interest charges and takes 
it for granted that there will be no ma- 
terial gain in business during the current 
six months the results for the full year 
would probably be a little more than the 
$7. dividend requirement. 


Worthington Pump— 

Those who do not feel optimistic to- 
ward Worthington Pump believe that on 
the last Tuesday of this month when the 
directors are called upon to consider the 
quarterly dividend, they may be disposed 
to make a reduction, or defer it. Earn- 
ings this year while they have not been 
beneath dividend requirements, have not 
been very large. However, the company 
is in excellent financial position and its 
net quick assets are equivalent to $21 a 
share for the common, after allowing par 
for both preferred issues. The outlook 
for this stock as a reconstruction possi- 
bility is such as to make it seem an at- 
tractive purchase. 


Rails 








Atchison— 

That fine old standby which really is 
the creature of the late E. P. Ripley who 
brought it up literally from the grave 
to a position of leadership among the 
American Railroads, has been giving every 
evidence of promise of late. In June the 
road earned very near twice the ratio 
of monthly requirement at 69% on the 
property value. Last week there was con- 
sistent strength in the stock price, based 
principally on the showing of the system 
for the six months ended June 30th, dur- 
ing which period nearly $5 a share was 
earned on the common, or within 1% 
of the full year’s dividend. Basing judg- 
ment upon the earnings thus far in 1921, 
it would seem that Atchison at present 
prices is a bargain. 


Jaltimore & Ohio 

Both the preferred and common stocks 
ot Baltimore & Ohio hold their own with 
marked firmness. There is a general con- 
fidence in the ability of this company 
to make a satisfactory showing even un- 
der the current year’s rather hampering 
conditions in the way of lessened traffic 
volume. Then, also, the assurance from 
Washington regarding railroad legislation 
is being reflected in most of the carrier 


stocks and it is only natural that one so 
favorably situated in prospect, as Baltimore 
& Ohio would hold up well, even in a 
market so lacking in spirit as the present 
one. 

Chicago, Great Western— 

But very little attention was paid by 
the Street to the rather favorable show- 
ing of Chicago, Great Western, which was 
published in the early part of the week, 
and which is commented upon elsewhere 
in this issue. In the first half of the 
year this road succeeded in recording a 
favorable showing of earnings of the 
seasonable requirements at the 6% on 
property valuation. 


Colorado Southern— 

Although the junior preferred issue was 
inclined to be easy, special strength was 
noted in Colorado & Southern common, 
as well as the first preferred. The pros- 
pect for this company is among the most 
favorable for the carriers. The first pre- 
ferred particularly possesses an excep- 
tional earning capacity. A sharp, and in 
any way pronounced upturn, should see 
these stocks well in the fore ground. 


Kansas City Southern— 

The stocks of Kansas City Southern 
are reflecting the confident feeling that 
is inspired by the performance of this 
carrier in the first six months of the 
current year when it earned, without a 
single exception, more than the actual 
monthly seasonal requirements at 514%. 
Im June the road, after depreciation earned 
the requirement of 544% for that month, 
the ratio of 203%. In July, on an increase 
in gross of only $60,000, the company 
showed a net gain of $437,000 over the 
exceptionally good July of last year. 
Northern Pacific— 

The activity in this stock of late, which 
brought it well above its price for the 
corresponding period last year in the face 
of recognized difficulties confronting the 
road in the current year because of the 
depression in the industry from which 
it derives the major portion of its earn- 
ings, is one of the outstanding features 
in the stock market at this time. The price 
seems to be able to hold very firmly and 
there does not appear to be any pro- 
nounced lack of confidence in the ulti- 
mate ability of the property to overcome 
Whatever obstacles may be in the path of 
full earning of the 6% on property valu- 
ation in the immediate future. 

Texas & Pacific 

When the Federal Court returned the 
decision that was interpreted as favorabl 
to Texas & Pacific, in connection with 
the suit brought by Missouri Pacific fo 
collection of money owed on promissory 
notes and interest on income bonds, the 
stock of Texas & Pacific was immedi- 
ately taken in hand and advanced sharp- 
ly. In the past several weeks the action 
of the stock has seemed anticipatory and 
there was not a great deal of surprise at 
the announcement that the company would 
not at this stage be compelled to pay the 
interest on the income bonds. 


297 


f 
: 
' 
t 
j 
' 
| 


























The Foreign Field 


aN 


— 


—~ 


SN eviewed EDSON READE 
Sa? | 


on “2 








The General Situation 


ECIDED improvement is to be 
D found in the financial situation 

in London and the industrial out- 
look, according to the best authorities, 
has been very much improved. The 
most recent reports from British trade 
and industrial centers indicate steady 
betterment. The settlement of the Coal 
strike is being reflected in tangible 
transformation of business, industrial 
and all economic conditions. 

Paris views the business outlook with 
more confidence now than it has dis- 
played for some time, and considerable 
revival is anticipated this coming au- 
tumn. The textile industry, which is 
one of the leading activities of France, 
is filled with promise. Normal labor 
conditions are gradually becoming dis- 
cernible and financial circles are en- 
couraged by the possibility that Spain 
will liquidate her French debt in the 
next three years. 
however, there seems to 
be a gradual readjustment that is mak- 
ing itself felt in the improvement in 
many quarters. Vienna is slowly com- 
ing back to bed rock and appears to 
be making efforts to re-establish her 
position as a commercial center. Much 
interest is being expressed in the possi- 
bility of the United States waiving her 
financial claims on Austria for a con- 
siderable period, as European nations 
already have done. The conference of 
Austrian leaders of finance, which is 
now in session, is expected to accom- 
plish much that will make for decided 
improvement. The new issue of City of 
Vienna 5s, recently offered in this mar- 
ket, has met with favorable response in 
view of the promise of rapid readjust- 
ment by the Austrian cabinet. The spec- 
ulative possibilities are rather attrac- 
the price being $165 per one 
hundred thousand Kronen. 


In Austria, 


tive, 


Inquiries for Krupp four per cent. bonds 
reported in this market re- 
cently, following the announcement of ex- 


have been 
tension in the Krupp plant at Essen, where 
the building of locomotives is attracting 
attention of the German industrial world. 
The company is one of Germany’s largest 
institutions and many American investors 
are finding considerable to interest them 
in the bonds of the company. 
* * * 
GERMAN REPARATIONS 

Last week the German government ma‘ie 
another payment on the reparations ac- 
count in New York. It is understood that 
the transaction involved the transfer from 
the large Reichsbank balances in this city 
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of approximately $5,000,000 to the firm of 
Morgan & Co., to the account of Great 
3ritain and Belgium. It was understood 
that at least two of the four American 
banking institutions acting as agents for 
the German Bank had received cable in- 








Government Issues 


Argen Resc. 4s, 1896. 
Belg Prem 5s, 1920.. 
Belg Res 5s 

Braz 4s, 1889 
British Fund 4s ... 
Brit Nat 5s, 1922.... 
British Victory 4s . 


$226.00 per £100 
74.50 per 106 
1m 
193.00 per £100 
266.00 * r 
378.00 * aa 
284.00 “ - 


frances 


Brit W L 5s, ’29-47. ‘ 

268.00 cf) o 

72.00 per 1000 francs 
50.50 Lid “ it 


Chili 5s, 1911 

French 5s, 1920 .... 
French Int 4s, 1917. 
French 6s, 1920 .... 
German Govt 4s .. 
German Govt 5s .. 
Ital Con W L 5s .. 
Ital Treas Notes ’25.. 
Jap ist 4148 

Jap 4s, 1905 

Mex Con Sil 5s ’94. 
Mex Est Ster 5s ’99 
Paris Orleans Ry 6s 
Peruvian 5%s, 1909. 
Uruguay Cons, 3\%s. 
Venezuela 3s, 1905.. 


74.75 “ = 

11.50 ‘“ * 

11.00 “ “ 

33.00 per 1000 lire 
44.00 ” + 
439.00 per £100 

65. 00 oe “ 


139.00 “ os 
458.00 per £200 
68.50 per 1000 francs 
422.00 per £100 
255.00 “ = 
298.00 “ as 


German Municipal and Industrial 


Per 
1,000 marks 
Bremen 4s 
Bremen 44s 
Berlin 4s 
Chemnitz 4s 
Coblentz 4s 
Cologne 4s 
Dresden 4s 
Dresden 4148 
Frankfort 4s 
German Gen Elec 4348..........0ec00. 
Greater Berlin 4s 
Hamburg 4s 
Hamburg 4%s 
Hamburg-Amer Line 4%s 
ne IEMs cos aig eee awibe ano enne 
Leipzig 4s 
Leipzig 4%s 
Munich 4s 
Munich 5s 








structions from Berlin to make the pay- 
ments. 


Cables received in New York state that 
the first billion marks paid by Germany 
to the Allies were to be divided between 
payment of the cost of the British 
Army of Occupation and payment to Bel- 
gium and to the Allies’ priority claim. A 
little more than two weeks ago Germany 
paid $5,000,000 through its New York 
banks into the Federal Reserve on the 
reparations account and on June 2 pay- 
ments amounting to $50,000,000 
were made. 


about 


The German exchange declined to the 
lowest level for the year on Monday last 
when the marks sold at the equivalent 
of 1.16 cents. This was looked upon by 
foreign exchange specialists as an un- 
usual opportunity. 


Hamburg-American 4% % Bonds 


FAWAKENING of the long famous 
R Hamburg-American Line activities 
is being greeted in Germany as one 
of the first evidences in tangible form of 
the concentration of effort in connection 
with the industrial rehabilitation that must 
accompany the payment of German rep- 
arations. 


Here is a significant item of interest 
when one is endeavoring to ascertain just 
to what extent the mercantile marine ac- 
tivities have improved: 


On January, 1920, there were scarcely 
100 ships that called at Hamburg to load 
or unload goods. In July of this year 
more than 800 ships arrived and 900 
sailed. The tonnage aggregated 2,000,000, 
which compares with 1,200 arrivals and 
1,300 departures in the same month in 
1913, and the total tonnage was about two 
and a half million. This revival in the 
German shipping industry has had its tan- 
gible reflection in the psychological con- 
dition of the people of Hamburg, where 
the radical elements among the working 
men have entirely lost their hold and 
where conditions of the citizens are vastly 
improved, if their general occupation in 
leisure hours is to be accepted as criterion. 


There have been purchased in this mar- 
ket of late 414 per cent. sinking bonds of 
the Hamburg-American Line, which are 
due in 1943-57, coincident with the revival 
in the industry. 


This company was organized in 1847 and 
by 1914 it had become the second largest 
steamship line in the world. During the 
war, although its business was suspended, 
it paid full interest on its bonds without 
a single interruption. At the close of the 
war the company immediately began to 
seek a new footing and restore its pre- 
war position in commerce. Ships were 
chartered and contracts for construction 
were closed, and one of the notable devel- 
opments which aroused considerable dis- 
cussion in this country at the time was 
the conclusion of a contract with the 
Harriman interests in this country, which 


provided for joint service and division of 
profits. 


The Hamburg-American Line bonds, 
which are obtainable in denominations of 
500 and 1,000 marks, are redeemable at 
par, at the rate of 2%4 per cent. yearly 
from Aug. 1, 1904, to 1943, and the com- 
pany has the right to redeem the entire 
issue upon three months’ notice at par, 
after Aug. 1, 1911. At normal exchange 
rates, the Hamburg-American Line 4%s 


(Concluded on page 312) 
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ULNESS in the markets at least 


provides opportunity for reflection. 


Strange though it may seem, the 
present inertia has developed a certain de- 
eree of assurance in quartets which by 
nature are not inclined to vocalize their 
confidence save at times when prices are 
moving forward with animation. These 
vatchers of the trend of events stock- 
market-wise admit that the present low 
level, particularly in the rail group, is 
inviting. But they nevertheless are im- 
patient at the slowness of revival. They 
want action. 

* * OK 


James R. KEENE, whose name needs 
but to be mentioned to arouse interest, 
once remarked upon the number of peo- 
ple who come to New York with the 
ivowed purpose and intent to get rich 
quick. What interested him most, be- 
cause the moral never seemed to get 
home in the minds of others with similar 
ambition, was the fact that nearly all such 
people went broke. But, he added, “I 
have observed a few men who came to 
make reasonable profits and nearly every 
one of them got rich quick.” 


* * * 


THe SAUNTERER has gone on record as 
believing that we are on the eve of a 
much better market and that those who 
pick up the bargains in the present period 
of dulness and at the present low level of 
prices, should get rich quick, or, at least, 
should build a very satisfactory income 
structure. But the thing to keep foremost 
is a sign post is the fact that it will not 
pay to desert the sound issues for the 
will-o’-the-wisps of the stock market—the 
“cats and dogs’—which may seem to 
promise quick riches but more than likely 
will turn out to be the sort of snares 
which James R. KEENE referred to as 
good stocks to go broke on. 


* * * 


It turns out that what the Street 
thought was “hanging over the market” 
and which occasioned the postponement 
until last week of J. P. Morcan’s Trans- 
Atlantic voyage, was the straightening out 
of the affairs of the Mercantile Bank of 
the Americas. There may or may not 
be “something in” the occasional talk of 
centralized money control in New York. 
But what a god-send, if it is able to 
avert serious financial difficulties. Had 
the Mercantile Bank of the Americas be- 
‘ome so deeply involved as to be unable 
to stand the strain, what might not have 
been the consequences? 
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P. Davison, of the House of 
Morgan, whose personality has been miss- 
ing from the financial district, in an in- 
timate way, for some time, has undergone 


HENRY 


a serious surgical operation. Last week, 
just prior to his entrance to the hospital, 
we wished him the best of luck. He 
seems to have managed the crisis with 
ease, according to statements made public 
by Mr. Martin EGAN, also of the Morgan 
firm. At any rate, Mr. Morcan has de- 
parted for Europe after becoming satis- 
fied that his able lieutenant was out of 
all danger. Mr. Davison’s name is high 
in the nation’s honor roll for services 
during and since the war. 

*x* * * 

Already the financial district is paying 
tribute to the worth of CHarLes E. Mirt- 
CHELL, the young and democratic new 
president of the National City Bank of 
New York, one of the country’s premier 
banking institutions. He has not been on 
the job very long, and the modest, deter- 
mined way in which he is devoting him- 
self to his new duties is evidence of the sort 
of metal that inspires public confidence. 
The Stillman affair was not the right sort 
of publicity. But it has to be lived down. 
Mr. MitTcHELL has been at his desk, early 
and late, and conferences with the com- 
missioned officers keep the machine func- 
tioning smoothly and with coordination. 
[he present incumbent believes, like the 
late E. P. Rrptey, of Sante Fe, that the 
way in which a corporation can best serve 
stockholders and public alike is by putting 
their interests before personal or other 
interests. 

* * * 

BERNARD M. BarucH, who, by the way, 
asserts that he has not made or lost a 
dollar in the stock market since he as- 
sumed his duties as head of the War In- 
dustries Board during the war, says that 
the way to sucess in Wall Street, is paved 
with translation of judgment, based on 
fundamentals, into action. I spoke of this 
definition recently to a man with whom 
I was discussing the possibilities of the 
present market. He acepted all that was 
said with every show of appreciation. 
When I had finished, he came back with 
this: “You have presented fundamentals, 
and discussed primary and _ secondary 
movements of the market. But what I 
am more particularly interested in is the 
tertiary movement.” I rise to declare 
that this particular trader is in a class by 
himself and he deserves to make money 
in Wall Street. But I would not call the 
tertian phases movements. Movement sug- 
gests action. . 
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For some time rumors have been run- 
ning through the financial district that 
such and such a banking institution is 
looking for another head. Recently these 
rumors have been more or less persistent 
until the Street has come to the conclu- 
sion there must be some fire behind all 
this smoke. If any such changes are 
made it will be due to a desire on the 
part of the controlling interests to cater 
to public opinion, and not to any loss of 
confidence in the present heads. It is 
unfortunate that in a speculative era the 
public gives more credence to rumors than 
it does at other times, and hearing names 
of bankers bandied around as identified 
with such operations people lay the blame 
for losses at their doors. Because of 
such back-door gossip a good banker has 
often been retired, simply for the sake 
of retaining public confidence in his in- 
stitution. 

* o* * 


When men who are “big” in the eyes 
of Wall Street, pass away their standing 
with the public often undergoes, in spec- 
ulative circles, rather a selfish appraisal. 
“What effect will it have on the market?” 
is asked, and the alert trader attempts 
to beat the outsider to the barrier. Gov- 
ernor Flower’s death was followed by a 
sharp stock market panic, Keene’s and 
Gates’ demise were almost unnoticed, but 
that was because existing conditions were 
not such as to arouse public apprehension. 
The other day Colonel Colt succumbed to 
an attack of paralysis and that was a sig- 
nal for the bears to single out the stock 
of the big corporation for which he was 
responsible, and they succeeded, in the ab- 
sence of public support, which is some- 
thing the market has lacked for a long 
while, though it is streaked throughout 
with bargains. The claim was advanced 
that Col. Colt’s stock would come on the 
market in the settlement of his estate. 
At least the bears would like to see it 
happen that way. But big financiers are 
not in a habit of leaving their fortunes 
in such a manner as to compel their 
trustees to throw their securities on the 
market. As a story was circulated to 
make timid shareholders liqidiate, it 
worked, as such stories must, when the 
market is tinged with bearishness. 


* * * 


While Congress is reluctant to give up 
for the present year taxes arising from 
excess profits the Street is not worried 
over the subject at all. Taxation is not 
what is affecting securities, but extremely 
poor business throughout the country. 
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C. W. Barron, one of those real 


Losses New England folks, in an editorial 
Were in his Boston News Bureau, under 
General the caption of “Another Blow to 


New England,’ writes sympatheti- 
cally of the losses sustained by people of his section 
through their investments in enterprises which they 
always have classed as the premier securities. 

It is true New England has suffered greatly, not 
only through the suspension of the sugar company’s 
dividend, but in other large enterprises of which she 
was more or less the mother. Besides this particular 
blow she can count the wounds received from New 
Haven, United Drug, Atlantic Gulf & West Indies, 
Central Leather, and her trolley lines. 


But has New England suffered any worse than any 
other section of the country? The South, for example, 
is just as badly off, where the drop of cotton has 
crippled almost everybody. New York and the Central 
States have not fared any better after balancing the 
losses sustained by their investors in securities. 


The cause for it is known and the explanation is a 
simple one. It is impossible where there has been so 
much heedless speculation for suffering and injuries 
to be confined to any narrow sphere. The ill effects that 
follow such a period communicate themselves to others 
like a fever until they subside through the process of 
careful reconstruction. 


While we naturally sympathize with New England 
in the plight in which she finds herself through the 
passing of dividends and the shrinkage of security 
values, it is far more advisable at such a time as now 
for all of us to bend our energies toward creating con- 
fidence in the ultimate recovery of normal condi- 
tions. Fortunately for New England and the rest 
of the country as well, most of the securities in which 
her people have their investments are of a stolid char- 
acter, quick to recover, as they will, with the return 
of better business. The present loss is temporary. 


An interesting problem is raised in 


Much the decision of a Western Court on 
Mooted the contention of the Missouri Pa- 
Question cific that the Texas & Pacific Rail- 


way should pay out of earnings 
the interest on $25,000,000 of its income bonds. 

The Court held that this interest should not be paid. 
To pay it would wreck the property. This viewpoint 
savors largely of financial necessity, rather than of 
fundamental law. It has always been assumed that 
a creditor has a right to expect payment of his obliga- 
tions, if there is not involved in the claim some dis- 
puted question of fulfillment of service. 

However, here the Court does not take this legal 


view. It simply declares in principle that a creditor 


By THE OBSERVER 


cannot collect should his claim financially “bust the 






debtor.” If this were sound, what a paradise the world 
would be for a certain type of people and corporations, 
whom nothing would please more than a legal loophole 
to avoid paying their bills and still retain their solvency. 

The decision will be contested. We will be inter- 
ested in learning whether the reviewing Court will 
hold to the-same opinion. In the case of these in- 
come bonds, more properly the question might be 
whether the earnings of the road are available for in- 
terest on the income bonds, or whether they are not 
properly chargeable to improvement; not whether in- 
terest should not be paid because a company is finan- 
cially unable to do it. 


If Congressman Mann and his 


New following in Congress have their 
Tax way there cannot be any relief 
Bill from the payment of excess profit 


taxes for the year 1921. This 
faction has prevented, at least in the House, the 
new tax bill from operating retroactively. If it 
is adopted in its essential form it will only apply 
to revenues and incomes earned during 1922. The 
bill is as yet far from becoming a law, for the 
Senate will have its inning, and that body may 
induce the House to make some important changes. 
Hence, its most essential features might wait until 
there is more certainty of the bill’s final passage for 
discussion as to their bearing on business. 


If the bill becomes a law men of family and of 
small means will be benefited by an increase in 
exemption from $2,000 to $2,500, and from $200 to 
$400 for each dependent child; the traveling man 
also would be in luck, for he could deduct from his 
income his living and traveling expense, and to the 
general public traveling would be made much cheaper, 
for there is no tax on passenger and Pullman fares. 


In place of an excess profit tax the tax on cor- 
porations’ net incomes is increased from 10 per 
cent. to 1214 per cent. Our tax framers, having in 
mind the generous distribution last year of stock 
dividends on which no tax was paid, close this loop- 
hole by levying an additional 25 per cent. to all other 
taxes paid by corporations where it is determined 
such distribution is intended to help shareholders 
escape their surtaxes. other minor 
changes, such as the repeal of the luxury tax on 
clothing, the stamp tax on proprietary medicines, 
perfumes, extracts, and toilet articles, and passing 
the tax on to such manufacturers who, if the bill 
becomes a law, will be assessed a tax of 5 per cent 
upon their sales price. 


There are 


From these provisions it is apparent that Con- 
gress had in mind lifting the burden of taxation as 
much as possible from the consumers—which in 
theory may satisfy them, but in practice has proven 











itself futile, for in the end they pay the tax anyway, 
if for no other reason than that no one is in busi- 
ness for the love of it and only remains because he 
can make a living and a profit out of it. However, 
it is figured the sales tax cannot be escaped. In 
the new tax bill it is called by another name, the 
‘manufacturers’ tax.” 

It is strange indeed that this simple principle of 
trade could not penetrate the minds of the framers 
of the new tax bill. 

A reason advanced by Congressman Mann for the 
elimination of the excess profit taxes for the present 
year was his belief that the corporations already 
had collected such taxes from the public, hence 
they would escape payment of their proper assess- 
ments should the present tax bill cover the year. 


But business conditions have been so bad so far 
this year that it will be difficult for tax gatherers 
to find such profits to lay hands on. 


Is human nature alike the world over? 
The answer is clearly, yes, and it is 
emphasized by the “Catastrophe 
Boom” now in progress on the Berlin 
Bourse. When a people, heretofore 
considered a most stolid type, can lose their heads over 
a speculative craze the evidence is sufficient that, under 
proper conditions and when the stage is set for it, 
the same weakness for taking unusual risk to secure 
unusual gains is common to the whole human family. 
There is another phenomenon connected with this 
fever for speculation in Germany. It has its being in 
the unnatural condition of a declining value in German 
money, a situation to which the human mind can only 
attach all the elements of a panic and disaster, yet over 


Going 
Crazy 


there it has been seized upon as a reason for a bull mar- 
ket. 

There can be but one ultimate end to this specula- 
tive frenzy. The aftermath, that follows each depart- 
ure from sanity and conservatism, a sudden collapse, 
coming at a time when it is least expected, and sweep- 
ing away like a tidal wave insecufe paper profits. We 
have had a touch of it here from which happily we 
are recovering gradually. 


A nasty mess has been stirred up by 


Shoe the admitted insolvency of the 
String United States Mail Steamship Co. 
Shipping Now that the facts of the company’s 


bankruptcy are known it must be 
admitted that the chairman of the Shipping Board 
acted with commendable promptness when he under- 
took to take over the ships operated by the company 
and arrange for their operation by a company finan- 
cially responsible, and which could be depended upon 
to meet its obligations to the Government. 
When the seizure of the ships of the United States 
\lail Steamship occurred an effort was made to have 
it appear that politics was behind the move. 


Any such 
impression is now iully removed. 


The people expect 
from the officials of the Government an administration 
that seeks their protection, and not one catering to 
any special interest. 


More than $3,000,000,000 of the taxpayers’ money 
has been invested in the Shipping Board and its fleet 
of vessels. Moreover, they have been led to believe 
that one of its principal functions was to aid in main- 
taining the supremacy of our country as a maritime 
nation. But that goal has never been approached. 


The results attained by the Shipping Board so far 
have been converse to what was expected of it. Char- 
ters have been conferred upon financially light waisted 
shippers, who speculated on a shoe string in their deal- 
ing with the Government. The case of the United 
States Mail is not a single instance of such maladmin- 
istration; there are others, where the Government has 
had to sue for money due on charters. 


In these cases all the risk was with the Government 
—if the charter of a vessel paid for itself then Uncle 
Sam would get his money and the lessees would pocket 
their profits. If there were any loss then the shipping 
board could whistle for its money. 


It is high time such loose business methods were 
eliminated. 


Several Senators propose to intro- 
Check duce a bill in Congress to submit 
the another amendment to the Consti- 
Drain tution for the removal of the tax 
exempt privilege from civic obliga- 
tions for the various states to vote upon. Our legisla- 
tors had hoped some other means could be discovered 
that would obviate the recourse to this roundabout 
way to remove one of the principal evils in our pres- 
ent form of taxation. But there is no short cut to 
the cure unless it is a new form of tax that makes it 
unnecessary to assess incomes or profits. 


It was to help communities borrow money for im- 
provements as cheaply as possible that their obliga- 
tions were freed from taxes. In theory it was a wise 
measure, since such money was never borrowed for 
profit but to confer an advantage upon their citizens. 
But the course of events has made them a refuge for 
capital that is desirous of avoiding paying heavy taxes. 
The tendency will continue until the opportunity i re- 
moved. 


At the present time it is commonly estimated more 
than $15,000,000,000 capital is invested in tax exempt 
securities. To this extent have the wealthy escaped 
paying taxes. But the tax bill is just as large, and in 
some manner it must be met. Who then pays it but 
the individual and the corporations, that cannot lock up 
their capital in such securities ? 

There seems to be but one form of relief—a sales 
tax, a tax considered among tax experts as the most 
painless tax of all. Canada has such a levy now, and 
to talk to the average Canadian, none feel it at all. 
Yet there are some Congressmen who profess this tax 
would transfer the tax burden from the rich onto to 
the backs of the poor. If they were at all sensible 
they would realize it is but human nature for the in- 
dividual taxpayer to proportion his tax among those 
upon whom he depends for a livelihood. 


So why not approach the problems in an honest 
way ; why not stop the drain of the tax exempts? 


| 
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HE week just closed saw some 

further decrease in activity in the 

municipal bond market. New 
issues were not of a noteworthy char- 
acter, either standpoint of 
size or importance of the communities 
offering them. It does not seem likely 
that in the 
volume of business can be expected for 
the rest of the summer at least and 
dealers will have to be content with 
the occasional small offerings which 
will no doubt appear. Price changes 
are not significant nor can any decided 
change in trend be counted upon until 
definite information is forthcoming con- 
cerning the new tax schedules. 


from the 


any substantial increase 


As the new tax bill stands at present 
the surtax on incomes will be modified 
in the high brackets. The maximum 
is to be reduced from the approximate 
figure of seventy per cent. to thirty- 
two per cent., the new rates to be ef- 
fective January 1, 1922. In many quar- 
ters it is felt that the current year’s 
income should be subject to the new 
rates, thus allowing a considerable 
amount of capital to be transferred 
from tax-exempt issues, in which it is 
now stratified, into commercial chan- 
nels, where it is so much needed. The 
action of the Ways and Means Com- 
mittee of the House in postponing 
the date when the revision of the sur- 
tax schedules is effective will probably 
result in the deferring, by investors, of 








Adirondack Power & 
Light Corporation 


First & Ref. Mortgage 
6% Bonds 


Due 1950 


A long term hydro-electric light 
and power bond secured by mort- 
gage on all the property of the 
Company, serving a wide area in- 
cluding Schenectady and the in- 
tensely industrialized region of 
the Mohawk Valley. 

We recommend 
conservative 


these bonds for 
investment. 


Price 86 and interest 
Yielding about 7.15% 


Complete circular on request. 


Harris, Forbes & Co 
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switches from tax-exempt into taxable 
bonds, but sooner or later the effect 
of this revision is certain to be mani- 
fested in the bond market. The action 
of the Liberty first 3%s and the re- 
mainder of the Liberty and Victory 
issues clearly shows selling of the form- 
er, but absence of selling if not actual 
buying in the latter. 

Bids were received during the week 
by the City of New York for $9,000,000 
corporate stock notes and $13,000,000 
of revenue bills. Both issues were 
awarded to the same syndicate, which 
bid 5.69 for the lot. There were many 
tenders, however, ranging in price from 
5.50 per cent. to 6.00 per cent, and one 








INVESTMENT SUGGESTIONS 


Long Term 
Yield 
Per 
Issue Cent. 
State of New Jersey 5s, 1941*.... 5.00 


State of New York 5s, 1967*.... 4.70 
City of Boston 4s, 1960*.......... 4.65 
City of Key West 5s, 1950........ 6.00 
City of Warren 6s, 1940.......... 5.75 
Short Term 
State of Mass. 3%4s, 1926*........ 4.60 
City of New Rochelle 5%s, 1924*.. 5.60 
State of Wash. 6s, 1929*.......... 5.50 
City of Hoboken 6s, 1926.......... 5.75 
Hendersonville, N. C., 6s; 1924.... 6.25 





* Legal investment in New York State. 











bid of 8.00 per cent., and if all bidders 
had been supplied the city would have 
borrowed over $73,000,000. The notes 
and bills are to be reoffered on a 5.50 
per cent. basis and it is said that a sub- 
stantial block was subscribed for even 
before the price to the public was made 
known. The total amount of revenue 
bills outstanding is $68,000,000 and the 
total amount of corporate stock notes is 
about $110,000,000. 

Some of the important offerings of re- 
cent date are: 

OMAHA 5%s 

The City of Omaha, Nebraska, has 
sold $950,000 514 per cent. Street Im- 
provement, Sewer and Park bonds, due 
May 1, 1941, at a price to yield about 
5.35 per cent. Valuation of property 
for taxation, $320,521,940. Net bonded 
debt, $15,549,438. The issue is legal in- 
vestment for savings bank and trust 
funds in New York, New Jersey, Penn- 
sylvania and all the New England states. 


* * * 


ELYRIA 6s 
The Elyria, Ohio, school district has 
sold $500,000 6 per cent. 


serially 1927-1946. 


due 
yield 


bonds, 


from Prices 





from 5.90 per cent. to 5.65 per cent. 
Assessed valuation, $39,124,545. Net 
debt, $1,358,000. These bonds are auth- 
orized by a vote of the people and 
constitute a direct obligation of the 
school district of the City of Elyria. 

* * * 

SUSSEX COUNTY 4%s 
Sussex County, Delaware, has sold 

$300,000 4% per cent. highway improve- 
ment bonds, due serially from July 1, 
1943 each year to July 1, 1966, at prices 
to net about 5.45 per cent. Total as- 
sessed valuation 1921, $29,039,978. Total 
debt, including this issue, $1,061,000. 
Ratio of total debt to assessed valua- 
tion, 3.65 per cent. 

* * * 

DUVAL COUNTY 6s 
Duval County, Florida, has sold $250,- 

000 6 per cent. bridge bonds, due July 
1, 1931, at a price to yield 5.625 per cent. 
Duval County is the largest and most 
important county in Florida. Jackson- 
ville, the county seat, is one of the prin- 
cipal ports of the South. Assessed val- 
uation, $57,935,815. Net bonded debt, 
$3,998,350. These bonds are secured by 
a special unlimited tax sufficient to pay 
principal and interest. 

* * * 


SASKATCHEWAN 6s 

The Province of Saskatchewan has 
sold $3,000,000 gold 6 per cent. bonds, 
due August 1, 1927, at a price to yield 
about 7.50 per cent. Principal and in- 
terest are payable in United States gold 
coin in New York. These bonds are a 
direct and primary obligation to the 
Province of Saskatchewan and are pay- 
able from general revenues. Agricul- 
ture is the predominating industry of 
the Province. In six years of 1914-20 
inclusive, the cereal crops alone have 
amounted to 1,619,041,000 bushels, and 
less than one-third of the arable land of 
the Province is as yet under cultivation. 
Estimated assessable value of all prop- 
erty, $1,200,000,000. Net funded debt 
$21,242,000. Railway and agricultural 
guarantees $32,899,698. 

* * * 
COLUMBUS 6s 

The City of Columbus has sold $2,850,- 
000 School District 6 per cent. bonds, due 
August 15, 1928 to 1946, at prices to yield 
from 5.75 per cent. to 5.50 per cent 
Columbus is the capital of the State of 
Ohio and County Seat of Franklin Coun- 
ty. The School District embraces the en- 
tire city and additional territory and has 
a population of about 240,000. The net 
bonded indebtedness of the District amounts 
to less than 1% per cent. of assessed valua- 
tion. 
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No Uniform Trend: 


Improvement Spotty 


HERE is no semblance of uniformity in the trend of either general economic 
conditions or of the stock market. 


But improvement continues, though spotty 


in character. We continue to regard the outlook favorably. 


It will be wise for investors to disregard the backing and filling of prices. Daily 
fluctuations, are daily fluctuations. The fact that there is in existence a decidedly 
improved sentiment in basic industries such as steel and transportation, should, in 
itself, carry conviction that the broad view, and not the immediate future outlook, 


should be given consideration. 


There has recurred talk of another reduction by the Federal Reserve Bank of 
rediscount rates. There may be a minor reduction, say to five per cent. And should 
it materialize, it is easy enough to imagine what the result would be. 


The thought occurs that, should it be 
the opinion of the Federal Reserve author- 
ities that the reduction to 5%2% failed 
of accomplishing the ostensible purpose of 
the cut, another reduction of one-half of 
one per cent. would be made, and with 
every justification. 


























ACTIVE STOCKS 

Aug. Aug. 

11 18 
American Locomotive...... 83 835% 
Baldwin Locomotive ...... 72%, T4% 
General Wlecktric: .... 000s 0«s 113844 1125% 
Preesed:Bteel Car. . oi... 583 56 | 
Re eee rr 74 73% 
Northern Pacific ... 2.0... 75 76 
meen PRG ....5.06.6%600% 118% 120 
Se ) A rere 69% 71 
MOCK TRIGNE 5.ccccascasvece 305 31% 
ee 13% 13% 

| General Asphalt ........... 44% 44 

| Mexican Petroleum ....... 965, 9234 








It always is possible, should speculation 
run riot, for the authorities to shove the 
rate up again, as they did before, when it 
was essential that the speculators be 
curbed. Reductions in rediscount rates 
ire for the purpose, primarily, of en- 

suraging business. If the Board deems 
t wise to give further encouragement, the 
rumored prospective cut might come very 
shortly. : 

The favorable report of the railroad 
‘unding bill by the Senate’s committee 
i interstate commerce was constructive, 
entimentally. But we do not attach life 

id death importance to the measure. 


The thing that is wrong with the mar- 
et today, that keeps trading dull and 
trend difficult of observation, is the state 
f mind on the part of those who make 
iarkets, the public. The outsiders are 
mtent to let the professionals have all 
he amusement they can obtain in the 
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market. The public wants to be stimu- 
lated by—just what, it scarcely knows. 
It is not content that improvement is going 
on gradually and that the outlook for the 
railroads is better than it has been in 
years. 

The outside element whose advent will 
be the signal for spirited upturn in prices 
is a peculiar people. 

Deflation and liquidation of necessity 
is a slow process. The supreme court of 
the banking world, the Federal Reserve 
Board, has done everything it could to 
prevent too hasty liquidation. It realized 
that there would be serious consequences 
and the fact that a panic was averted is 
everlasting tribute to the farsightedness 
and long-headedness of the authorities. 


Credit conditions are certain to be the 
mainspring of the revival which we look 
forward to with confidence, now that 
economic and money conditions have 
found a solid basis. 


The very best reasons for anticipating 
an advancing trend in security prices are 
the trend of commodity prices and the 
strength of Federal Reserve Bank ratios. 
We have singled out railroad shares as 
the most favorably situated because here 
alone is there tangible evidence of im- 
provement in showing of profits. We also 
find confirmation for our opinions in the 
action of prices, even when the market 
generally is in the hands of the profes- 
sional bears. Interrupted occasionally, 
the rails manage to turn upward frac- 
tionally with very little show of con- 
certed effort to cause their advance. Other- 
wise, prices hold relatively firm. When 
stocks have gone very nearly as low as 
they can, they must be considered cheap, 
provided the factors that make for an 
encouraging outlook are there to justify 
confidence. 





We recommend 
for Investment 


Swift & Co. 


7% Ten Year Gold Notes 
Due August 15, 1931 








Western Union 
Telegraph Co. 


15 Year 614% Gold Bonds 
Due August 1, 1936 


West Penn 
Power Co. 


First Mortgage 7% Gold Bonds 
Due March 1, 1946 


Complete information on 
request. 


Robert C. Mayer & Co. 
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Funded Debt 


| Safeguarded by strong sinking fund provisions. 
Long established corporation manufacturing well 
We offer these 10-year bonds at a price to 
7 O7 
Yield 8% 


Circular on request for W-413 


The National City Company 


Main Office: National City Bank Building 
Uptown Office: 42nd Street and Madison Avenue 
Offices in Over Fifty Cities 
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Railroad Situation 

(Concluded from page 287) 
to the proposition. The roads have been 
badly treated by union labor, which seeks 
selfish advantages with a reckless disre- 
g.rd for the rights of the railroads, the 
be that 


there will have to be a showdown in this 


public or anyone else. It may 
quarter before labor is brought to a re- 
alization that it is not, as one of the union 
leaders recently said, “the father, son and 
holy ghost of every damn thing in the 
country.” If the comes, the 
result will be the same as in the British 
coal strike and all other struggles in which 
tie minority seeks to dominate the will 


showdown 


of the majority. 


FARMER PROBLEM 


The shippers’ organizations, principal! 
composed of farmers, are also unfair in 


their demands and methods. These or- 


eanizations have constantly fought every 
ad: «ce in freight rates, no matter how 
well justified, and are now clamoring for 
lower rates. This propaganda is wholly 
selfish in its character, in spite of the al- 
truistic claitns of the orators. The farmer 
reduced in order to 


profit, not 


wants freight rates 


increase his own margin of 


for the purpose of bringing down com- 
nodity prices. There is no idea of bene 
fiting the consumer to the extent o1 a 
copper cent. The farmer always has 


maintained and always will maintains that 
the prices of the things he buys shou'd 
be low while the prices of the things he 
sells should be high. 


Under the banner of 


State sovereignty. 
the railroads have been subjected to abuses 
and many wrongs. State rights have been 
wantonly played upon by politicians who 
find a personal advantage in catering to 
the prejudices of the masses. These igno- 
rant or time-serving interests either do not 
realize or do not consider it expedient to 
that 


portation is 


adequate and efficient trans- 


the 


admit 


very keystone of pros- 


304 


perity, and that adequate and efficient 
transportation or adequate and efficient 
anything else cannot be secured unless a 
fair return is allowed on the capital in- 
volved. However, the Transportation Act 
of 1920 does away with this hampering 
division of control. This phase of the 
statute is still in the courts, but it is a 
practical certainty that the Federal law 
will override the State laws. 


GOVERNMENT CONTROL 


We hear more about the evil effects of 
too much government control of the roads 
than about the drawbacks referred to 
In the writer’s opinion these ob- 
jections to government regulation of the 
roads, as now arranged, are largely un- 
warranted. The function of the Interstate 
Commerce Commission is now to find ways 


above. 


and means of producing a fair return on 
property value, which will attract the nec- 
essary capital and encourage public in- 
vestment in railroad and_ stocks. 
Surely there is no objection to this provi- 
sion, which is the principal feature of the 
law. The provision for jurisdiction over 
security issues can be objected to only by 


those who wish to exploit the public. If 


bonds 


such control had been exercised in former 
years the public would been 
saved hundreds of millions of dollars. The 


have 


Rock Island scandal, for example, could 


never have occurred. The Transporta- 
Act the writer 


can see, stifle individual initiative, and it 


tion does not, so far as 
certainly does not, as many people assume, 
limit the profits of the roads. On the other 
hand, it guarantees a fair profit for the 
roads of the country as a whole, and gives 
each one a chance to make larger and 
larger through 

economical 


profits sound 


The 


act also permits and even insists on mer- 


efficiency, 
financing and methods. 
gers of railroad properties in order to en- 
courage economical methods. This is an 
exact reversal of the foolish restrictions 
which were placed about Harriman, Hi!1 
and other far-sighted empire builders. 








One of the most widely heralded a 
peals of the present is for lower freight 
rates. The representatives of the shipper, 
farmers and other interests are insistir 
that the present rates are too high an 
that a horizontal reduction should at on 
be put into effect. But how is this to | 
done? Transportation is an absolute. ne- 
cessity. The carriage of goods is part 
the cost of goods. We cannot have tranc- 
portation unless the compensation re- 
ceived will pay a fair return on capital 
as capital will desert the field if it can d 
better elsewhere. The idea of reducin: 
rates without finding a method of doing s. 
which will not eliminate the profits of th: 
roads is wholly nonsensical. Those who 
shout the plea for lower rates from th: 
housetops ignore these funda 
mental facts. What in the name of com- 
mon sense do they propose to do about 
it? It is idle to talk of government 
ownership, as that would make transporta- 
tion cost more than ever. The Govern- 
ment could cut the rates, it is true, but the 
deficits which followed would have to be 
paid by the people just the same. There 
is a hazy but quite general idea that by 
some form of financial ledgerdemain the 
Government could provide transportation 
more cheaply than private capital does, 
but this is moonshine. 
RATE MAKING 

the advocates of reduced 
freight rates owlishly proclaim that the 
roads would make more money at lower 
rates, as traffic is being stifled by the cur- 
rent high costs. If this is true there is 
no occasion whatever to interfere in any 
way. If more money can be made at lower 
rates the railroads will voluntarily grant 
them—trust the wise and experienced 
rialroad men and bankers for that. As 2 
matter of fact, literally hundreds of re- 
ductions have been voluntarily filed re 
cently in different districts and on differ- 
ent kinds of tonnage. The roads are 
guided by the old precept “all the traffic 
will bear,” which, in spite of the anathem: 
attaching to it, is the only sensible and 
scientific rule for rate making. It is the 
rule which free commerce in 
every line and in every civilized nation 


usually 


Some of 


governs 


We also hear that rates can be reduced 
by a further reduction of operating cost 

-which means wages. But wages will not 
be reduced unless the Cost of living de- 
clines further. It would be of no use 
appeal to the Labor Board for anoth« 
reduction, unless and until the price 
living falls further, 
given a verdict based on present costs 


as they have just 


Freight rates will be voluntarily 
duced when it is necessary to do so i! 
order to secure traffic. They will 


automatically reduced in a horizontal mat 
ner when the 6 per cent. return on pri 
erty value is exceeded. The writer wi 
venture the confident prediction that n 
income will be running above the legal 
per cent. stipulation inside of six mont! 

Editor’s Note—The next article of th 
series will be entitled “If.” 
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Trading Quiet: 


changes were unimportant. 


Tes volume of trading in the bond 
o} 


the better known issues. 


Northwestern 


Prices Steady 


market last week was small, and price 


What little demand there was, confined itself to 


3ell Telephone was as near to being a feature as any obligation 
the list, when it broke through to a new high. 


The same may be said of the 


Burlington 6'%s and Great Northern 7s, the latter being the bonds into which the 


+ 


rmer are convertible. 


The gains in these two latter bonds were small. 


Prices in the government war issue list showed little change and foreign govern- 


ent bonds were not dealt in very heavily. 


iny particular significance. 


l'avorable reports from Washington re- 
arding the determination of President 
arding that Congress must conclude its 
rrangements for bringing relief to the 
llroads serve to create more interest in 

railroad obligations and prices held 


ite steady. There, however, was a lack 
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either buying or selling in any volume 
rth noting. 


lhe expected approval by Congress of 


lie $500,000,000 appropriation by the rail- 


} 


ads and the possibility of lower tax 


ites are looked upon as reasons for op- 


The Chicago Mortgage 


tion has sent Congress a protest against 


Bankers Asso 


furtherance of tax exemption of cer- 
in bond issues which has been urged by 
veral leading banking interests. In this 
nnection a Western banker estimates 
there are $30,000,000.000 or more of 
free bonds, including Liberty Loan 
ues now outstanding, the larger por- 
n of which are municipals. It is claimed 
this authority that the existence of 
very large amount of exempt secur- 


is only serving tS keep the general 
ites high and is restricting produc- 
industry 


1 relative steadiness of last week’s 
market it is believed serves to prove 
iow unimportant are such reactions 

rred in the preceding week, and 
at the worst they can but be tempo- 


[his being the case it seems logical 
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Industrial bonds generally were without 


to conclude that such recessions as occur 
are to be considered in the light of fast 
disappearing opportunities for picking up 
attractive securities at present levels which 
may not be reached again for some time 
to come. 


The unmistakable trend of the market 
in general as far as bonds are concerned 
is upward. There is no mistake about 
that and the investor who makes up his 
mind to it and governs himself accord- 
ingly will be in a very favorable posi- 
tion when the major forward movement 
of the markets is developed. 


The total of corporate bonds maturing 
in September is fairly large, aggregating 
$64,414,780 against $85,100,557 in August 
and $103,707,460 in September, 1920. Ma- 
turities next month are divided into 
$2,764,280 railroad bonds, $51,019,500 pub- 
lic utility bonds and $10,631,000 industrials. 
The largest and most important Septem- 
ber maturity is $39,199,000 Interborough 
Rapid Transit three year, 7 per cent. notes. 
The Transit Commission has sanctioned 
the extension of these notes te Sept. 1, 
1922, with interest rate 
to 8 per cent. 


increased from 7 


The immediate outlook for new financ- 
ing of consequence is sparse, according 
to the head of a large distributing house, 
but more activity is anticipated directly 
after Labor Day. Little in the way of 
industrial or railroad loans is expected 
but fall should see additional financing 
for South American countries, Cuba, and 
possibly other foreign nations. In that 
connection it may be noted that the option 
South 
on financing for Chile has expired and 


of the so-called American group 
two different groups are said to be an 
cling for new business with that country. 
Peru and Uruguay will seek additional 
funds and the Argentine loan negotiations 
are not dead but merely slumbering. 








S. S. Kresge Co. 


7% Notes due Jan. 1, 1925 


NEt tangible assets ap- 
plicable to these Notes 
as of December 31, 1920, 
reported to be over 400% 
of the amount of the issue. 


Net profits after taxes for 
last 5 years average 10 times 
interest requirements. 


Price to Yield 
about 7.50% 


Send for Circular H-116 
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Our Four Bond 


Departments 


Railroad Public Utility 
Industrial Foreign 
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requirements of Banks and Band 
Dealers. 


Inquiry invited. 


PYNCHON & CO. 


Members New York Stock Exchange 
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Huge Surpluses 


And low inventories, with big 
stock values, mean very attrac- 
tive investments. 

Our Investment Survey No. 17, 
covering the equipment issues, 
sent free upon request. 

Increase your income by buy- 
ing gilt-edge securities approved 
by banks. -_ 

Booklet S-7 tells you how. 


Scott & Stump 


Investment Securities 
40 Exchange Place, New York 
Telephone Broad 1331 


You are cordially invited to 
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Mexican Petroleum Company, Ltd. 
(Concluded from page 290) 


the 10% stock dividend in 1920, and other- 
wise, shares have been increased to 452,- 
685 reported in June, 1921, by President 
Doheny, versus 406,121 
stock to start 1919. 


Still worse, 8% interest and compul- 
sory sinking funds on the $10,000,000 of 
notes May 1, 1921, add a new 
burden ahead of the common stock. Il 
believe 1 am conservative when I estimate 
$2,000,000 a year as the extra load ahead 
of the common, entailed by such notes, to 
meet average interest and sinking fund 
over the next few years. The load may 
be heavier the first few years. The sink- 
ing fund requires that semi-annually be- 
ginning Nov. 1, 1921, there must be retired 
$1,000,000 of the debentures if purchas- 
able at an average price not over 102% 
and interest—less, if a average 
price must be paid. The debentures were 
offered at 98% in April. They commanded 
96% on the N. Y. Stock Exchange recently. 
If the underwriters have not disposed of 


shares common 


issued 


higher 


them, they may offer on Nov. 1, up to a 
million of the 
company at up to 102%. 


dollars debentures to the 
That would net 


the underwriters a good profit! 
AVAILABLE PROFIT 
The maximum paper profit figures out 


only 11.9% per annum during the 2-year 
boom in 1919-20. That allows 


full face 
value for all the profits and items re- 
ported by the bookkeepers. Only 3.0% 
per annum per present share is repre- 
sented by the “available profit” of the 


boom period. The figures reckon 452,685 
present shares, and also deduct $2,000,000 
a year new debenture charge now exist- 
ing, but not existing 1919-20. 

Neither does the $10,000,000 new capi- 
tal supplied in May measurably augment, 
nor proportionately, 
The 


to meet 


future earning power. 
supplied 
debt Ss, 


new capital funds chiefly 
and meet the all- 
vital Output Upkeep Expense, to which 


I have referred before 


urgent 


This brings up 


the question of finances. 


Pressing debts amounted to $10,335,000 
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to start 1921. That excludes contingent 
reserves. It includes accounts payable, 
and the Jan. 1 dividend, and $2,000,000 
tax reserve for 1920. Note the inflation 
in debts compared with $8,105,000 debts 
payable to start 1919. The latter, too, in- 
cluded $5,000,000 tax reserve against 1918 
profits. 

Against inflated debts, cash dropped 
away from $6,800,000 down to $2,500,000 
in the two years. Liberty bonds were 
completely wiped out by the end of 1920; 
some $1,147,750 were on hand to start 1919. 

What became of funds on hand at the 
start of 1919, plus the record profits of 
the 2-year boom? 


RECEIVABLES JUMP 

Observe how “receivables” jumped from 
$4,125,000 to start 1919 up to $10,893,000 
at the end of 1920. From whom are 
those vast receivables collectible? About 
$2,500,000 receivables were owing to Mex 
Pete by subsidiaries and “affiliated com- 
panies” to start 1919 and 1918. Such 
“intra-family” receivables, non-guaranteed, 
the company reported separately and 
rightly, under fixed assets, not current re- 
ceivables. It does not separately report 
such intra-family receivables for 1920-21. 
It might be interesting to ascertain how 
much, if any, of the $10,893,000 overload 
of receivables to start 1921 are receivable 
from “affiliated” companies and apt to be 
“slow pay.” 

It might be interesting to observe, en 
passant, what became of the $2,461,000 
intra-family receivables, to start 1919, and 
no longer separately itemized. If they 
were paid off or merged into general re- 
ceivables, it would cut down 
able profits” of $6,724,000 for the 2-year 
boom, by $2,461,000. That is to say, this 
much of the gain in net cash position 
would have been, not earned in that pe- 
riod, but liquidation of previous invest- 
ment. 


Whoever owes those $10,893,000 receiv- 


ables to start 1921, they are admittedly 


“slow pay” paper. Were the paper good, 
the company would have over $3.000,000 


the ‘‘avail-: 






surplus cash and receivables, over and 
above all payables, and would not have 
had to borrow 10 millions on long-term 
8% debentures. 


CAPITAL INVESTMENT 

In closing I must once more warn 
against overlooking that hidden reef— 
Output Upkeep Expense—that will surely 
and inexorably wreck any oil venture that 
ignores it. It is only begging the question 
when expert accountants claim that new 
wells and transport facilities are a “capi- 
tal” investment, not a working cost. It 
must be evident that the peculiar exi- 
gencies of the oil business, with its de- 
clining oil pools and depleting wells, re- 
quire as an inescapable cost of the busi- 
ness, a certain amount of expenditure for 
Output Upkeep Expense, call it 
dub the 
other name; but that expenditure is in- 
escapable to keep up output, even more so 
than maintenance 


“capital” 


expenditure, or weed by any 


expense in railroads; 
and such expense must be suitably charged 
against and deducted from “profits.” It 
is not so charged as a cost (nor as de- 
preciation) in the normal practice of oil- 
company bookkeeping, and in particular 
as practiced by Mex Pete. 

That explains why the company saw 
its stock declining all the while during 
two boom years of record profits, drop- 
ping from $264 a share to $87, then had 
to borrow $10,000,000 to make both ends 
meet on top of the boom “profits.” 

—Oo-——_- 
Oil In Mexico 

An optimistic report on oil conditions 
in Mexico was rendered to Secretary of 
Commerce Hoover by American Consul 
Dawson at Tampico. 


Admitting that the oil supply of Mex- 
ico is not inexhaustible, Dawson said that 
there is every reason to believe the new 
fields will be developed which will main- 
tain the production of that country, and 
says that practical oil men are already 
prospecting for new fields and are bring- 
ing in new gushers. 


Apprehension in Mexico is not for the 
future oil supply, he said, but over politi- 
cal and industrial conditions. 

—o 
Pathe 8s 


Pathe Exchange, Incorporated, accord- 





ing to a preliminary announcement, has 
sold $1,500,000 ten-year 8 per cent. sinking 
fund gold bonds, due September 1, 1931, 
at a price to yield 9.02 per cent. to ma- 
turity. The company had its inception in 
Paris twenty-one years ago and the Ameri- 
can firm was established in 1904. For the 
five years ended February 28, 1921, net 
earnings averaged $752,152 yearly, or 6.26 
times interest requirements on the present 
issue. For the vear ended June 30, 1921, 
net earnings amounted to $1,069,488 or 8.91 
times interest requirements. Beginning 
September 1, 1922, a sinking fund is pro- 
vided for the retirement of at least one- 
tenth of the largest principal amount of 
Bonds outstanding at 
maturity will be redeemed at 110 and in- 
terest. 


bonds outstanding. 
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General Appearance Unchanged 

ASIC conditions in the public utility field have undergone no changes during 

the week just closed. The market for public utility securities was correspond- 

ingly quiet. The present moment seems to be an inadvisable one in which to 
attempt any market movements, especially on the up side, so that manipulative tactics 
are out of the question. The only buying at this time is confined to pure investment 
issues with the exception of some odd lot purchases, outright, for the long pull, which 
may be better termed investment than speculative buying. 

There seems to be no way of reviving the spirits of speculators or even those 
who buy speculative investments. The simon-pure investor is chuckling over the 
opportunities presented in the bond market and is not hesitating to take advantage 
of the depression caused by the more timid who have thrown their securities over- 
board without consideration of values. If general sentiment were of the same 
character as that which marked the latter part of 1919, the reports of progress in 
curtailing operating expenses ‘and increasing net earnings, that are now being made 
by the utilities, would result most certainly in what is known as a “run-away bull 
market.” Actually, there is no response, whatever. 

Those who make speculative or semi-speculative commitments and those who 
buy only first grade investment issues, are sharply distinct and rarely, if ever, 
encroach upon one another’s territory. This explains, in a considerable measure, the 
reason why conditions in the investment bond market are so superior to those 
obtaining in the stock market. The investor did not participate in the frantic 
endeavor to get-rich-quick in the speculations which the war afforded but in fact was 
subject to actual hard times as money rates advanced and the purchasing. power of 














his fixed income was reduced. 


The difficulties of the investor, how- 
ever, are things of the past. His invest- 
ments are approaching again their pre- 
war levels and while the return in dol- 
lars is no greater it is beginning to stretch 
as commodity prices react. This accounts 
for the confidence found in the bond mar- 
ket and explains the celerity with which 
new offerings are absorbed. The position 
of the investor is sound and there is no 
reason why he should not make commit- 
ments in good issues to the full extent of 
his ability. Some of the more attractive 
of recent public utility bond offerings were 
listed in this section a week ago and at- 
tention is again called to them for those 
having surplus funds to invest. 

Speculators, while they made large prof- 
its during the war-time bull markets, 
have since lost heavily and as a matter 
of fact are not in a position to buy in suf- 
ficient quantities at this time to make 
much of an impression on any market, 
even if the spirit were willing. At the 
‘nd of a bear market, too, conditions look 
their worst and the turn comes only after 
a severe break, as a usual thing. For this 
reason the public never buys stocks at 
their cheapest and often not until an up- 
vard moving market is well on its course. 
[he one way in which a bull market can 
e started is by professional operations. 
When pool buying starts prices moving, 


August 22, 1921 


short covering begins and at a higher level 
the public becomes so enthused that it 
jumps in and quite often affords the ve- 
hicle upon which securities, bought at low 
levels, are unioaded. 

Those who are contemplating buying 
public utility stocks are aware of the 
facts in the case. Rates in the majority 
of cases are ample and demand for pub- 
lic service far exceeds available supply 
so that no likelihood of a falling off in 
gross revenue exists. With lower prices 
for coal, oil and all other supplies and 
new wage scales advantageous to the cor- 
porations being effected, together with 
other economies, net earnings are already 
showing vast improvements and there is 
no reason to believe that they will not 
continue to do so. Public utility securi- 
ties have not responded to the changed 
status of the issuing compdnies and are 
selling not far above the levels registered 
when conditions were at their very worst. 

With all this known the future seems 
as clearly indicated as it is possible to 
indicate coming events. What the day 
to day action of the market will be while 
awaiting a generally higher level of prices 
is unknown, naturally, but it is known 
that public utility stocks and bonds are 
cheap at present prices and if bought are 
pretty certain to show their owners prof- 
its before many months. 








The Price of Money 


and its effect on 
The Price of Bonds 


Comparatively few people realize 
that the trend of bond prices is 
controlled in great measure by the 
prevailing rate for money. 

Our circular No. 1589 discusses this in- 
teresting subject and offers sugges- 
tions that should help investors to 
take advantage of the present oppor- 
tunities in the bond market. 
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Foreign Exchange 
Explained 


Our latest booklet (fourth edi- 
tion) “Foreign Exchange Ex- 
plained,” clarifies what appears 
to be a difficult problem to pros- 
pective purchasers of Foreign 
Securities. 

Owners of Foreign Securities 
will find this booklet of inestim- 
able value. 


Sent free upon request for OX-15 


W"HLM‘Kenna&Co. 
25 Broadway, New York 


Philadelphia, Pa. Paterson, N. J. 
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STRUCTURE SOUND 


In last week’s issue of THe FINANCIAL 
WorLp comment was made by THE SAuN- 
TERER regarding the rumors current in the 
Street of financial difficulties among large 
banking institutions. The absurdity of 
such talk cannot but be apparent to even 
the most casual observer. It would be 
strange, indeed, if the steady gain in bank 
reserves and reductions in liabilities that 
had been witnessed in the past month or 
so were to be overlooked as a major in- 
fluence of the substantial strengthening of 
our financial structure. 


It is significant to note that the crop 
moving season has not put the usual heavy 
burden upon credits that have character- 
The Southwestern 
moved and that of the 
notwith- 


ized previous years. 
crop has been 
Northwest is 


standing this fact, according to the Fed- 


under way but, 


eral Reserve statements, the most notable 
gains in ratio are being recorded. 

stockholders re- 
cently has been more or less confused, in 


The behavior of the 


fact to one on the side lines, the action 
Apparently -fid- 
dling reactions in speculative markets have 


has been most peculiar. 


served to withdraw public attention en- 
tirely from the encouraging condition of 
materials is 
sentiment usually manufactured. 

Middle West indi- 
cate that crops are ample and that thev 
are moving freely to the markets. While 
in the industrial centers of New England 


fundamentals, but of such 


Reports from the 


business is said to be facing further liqui- 
dation, there is enough improvement to 
justify encouragement. In the textile 
group the situation is strong, and in the 
steel industry export, although extremely 
light, is continuing and new customers are 
coming into the markets. 


* * * 
GAIN IN WORLD HARVEST 
Statistics 
cluding the United States, which normally 


from sixteen countries, in- 
produce about 50 per cent. of the total 
wheat crop of the world, indicate a pro- 
duction this year of approximately 1,953,- 
000,000 bushels, or about 7,000,000 bushels 
more than they did last year, the De- 
The 
estimate is based on reports up to August 


partment of Agricuture announced. 


15. In making the announcement the De- 
partment said that no definite approxi- 
mation could be made until returns from 


more countries should be received. 


The Canadian 


progressing favorably, while in Northern, 


crop was reported as 
Central and Western Europe, despite the 
continued drought, the outlook was spok- 
The 


Russian agricultural situation was re- 


en of generally in favorable terms. 


ported as in a serious state and -no ex- 





ports were expected from that country. 
Crops in India were reported as suffering 
drought, but in North Africa the 
harvesting turned out somewhat better 
than it did last year. In the southern 
hemisphere, including Australia and Ar- 
gentina, conditions were reported as fa 
vorable. 


trom 


* * * 
RAILROAD FUNDING 


Favorable report on the Administra- 
tion’s Railroad Funding Bill was ordered 
Wednesday by the Senate Interstate Com- 
merce Comnuttee by a vote of 7 to 2. 


The bill would authorize the War Fi- 
nance Corporation to use not to exceed 
$500,000,000 to purchase railroad securi- 
ties from the Railroad Administration and 
prescribe interest rates upon securities 
hereafter accepted from the carriers. 


A section to permit reopening of set- 
tled accounts with the railroads for the 
funding of securities of those roads went 
out in committee, and a provision was 
added to prevent railroad funding from 
interfering with aid for financing agri- 
cultural exports. The life of the cor- 
poration would be extended to July 1, 


1922, under another committee proviso. 


fo -. 
GOLD STILL FLOWING IN 


Although the pace of announcements 
of gold imports has slowed down a little, 
more than $1,000,000 in gold and $55,000 
in silver imports were announced at mid- 
week. One big bank was advised that 
$500,000 of $800,000 is coming to them 


from India. 


Another bank was advised of a con- 
signment of $375,000 in gold in  thirty- 
eight cases. 

x x Ox 
MORE GOLD IN BANKS 

Further gains of $24,400,000 of gold and 
of $24,600,000 of total cash reserves, ac- 
companied by a reduction of $17,100,000 in 
Federal Reserve note circulation and an 
increase of $8,800,000 in deposit liabilities, 
are indicated in the Federal Reserve Board's 
weekly bank statement issued as at close 
of business on Aug. 17, 1921. The bank’s 
reserve ratio shows a rise for the week 
from 65 to 65.8 per cent. 


All classes of earnings assets show 
smaller totals than the week before—bills 
secured by United States Government ob- 
ligations, by $3,200,000; other discounts, 
by $11,300,000; acceptances purchased in 
open market, by $3,100,000; Pittman cer- 
tificates to secure outstanding Federal Re- 
serve bank note circulation, by $3,000,000, 
and other Treasury certificates, largel 
held under repurchase agreements by the 
New York and Chicago Reserve banks, by 
$11,300,000. 
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Rail Shares Hold Steady 
spe weeks ago a certain contingent vowed that the railroad shares were 


on the verge of a breakdown. But it has not materialized as yet. From 
the opening last week to the close the rail shares held steady and generally 
firm in the face of disposition of sections of the industrial list to yield before 


pressure. 


In the instructive discussion in this 


issue of THe FInanciaL Wortp, which 


forms another chapter of Mr. Thomas Gibson’s brilliant “Getting Back to Normal” 
series, is set forth in frank language and terms just why the rail shares should 


continue steady, as well as why they should before long forge ahead. 


Scattering reports from various managements indicate fairly general continua- 
tion of improvement for July, with August coming up to the mark. 


As an evidence of the greatly improved 
financial status of the railroads as a result 
ef decided betterment in earnings, might be 
cited the fact that the companies are be- 
ginning to do more repair work, and are 
ordering more equipment. One large recent 
order was that of Lehigh Valley for the 
repair of 3,200 cars. Other companies for 
whom repair work is being done on freight 
cars includes Central of Georgia, Atlantic 
Coast Line, Pittsburgh & West Virginia, 
Illinois Central, Burlington, Rock Island 
and Northeastern. 


According to information obtained by 
our correspondents no public statement re- 
garding railroad consolidation is expected 
fer at least 60 days. Professor Wm. Z. 
Ripley, of Harvard, who has had the work 
of preparing a report on the subject in 
hand, has laid his findings before the Inter- 
state Commerce Commission and the lat- 
ter is now studying the recommendations 
in order to arrive at a basis for outlining 
a tentative plan. Professor Ripley’s re- 
port is voluminous and includes, it is under- 
stood, recommendations affecting New 
Fngland carriers. It is understood that 
notice will be given to governors of the 
different states and hearings held by the 
Commerce Commission, prior to the draft- 
ing of a formal plan. According to a 
member of the commission the plan will be 
permissive and not mandatory. 


Railroad officials generally were encour- 
aged when President Harding declined to 
give his consent to an early recess of Con- 
gress until action had been taken on the 
Thompson Railroad Bill, which would en- 
power the War Finance Corporation to act 
as agent for the refunding of the $500,- 
000,000 and for capital expenditures made 
during the period of Federal control. 


There are many who believe that the bil! 
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will be enacted before a Congressional re- 
cess, despite the opposition of the agrarian 
group in the Senate, as it is felt that the 
measure is vital to relieving business con- 
ditions. 


---——0-—— 


C. & E. I. Earnings 
The Chicago & Eastern Illinois Rail- 
road shows a balance of income for the 
year ended Dec. 31, 1920, amounting to 
$1,504,342, against a deficit in 1919 of 
$1,340,137. This is equal to $13 a share 
earned on the $11,063,500 outstanding 
preferred stock, although the company has 
paid no dividends either on the preferred 
er common stock since 1913, when 3 per 
cent. was paid on the preferred. The last 
common stock dividend was declared in 

1912, when 5 per cent. was paid. 


These earnings figures, which are shown 
in the receiver’s and Federal combined 
income account, do not include compen- 
sation for the use of the road and facil- 
ities by the United States Railroad Ad- 
ministration. The Chicago & Eastern 
Illinois was placed in the hands of a re- 
ceiver on May 27, 1913, and has been op- 
erated by them since that time. Alvin W. 
Krech, President of the Equitable Trust 
Company, is Chairman of the Protective 
Committee of the road. 


Further details of the annual report 
show a gross income of $2,385,373 for 
1920, as against a deficit of $380,629 re- 
ported for the preceding year. Total 
railway operating revenue increased 26.3 
per cent. during the year, the figures for 
1920 showing $31,307,447, compared with 


"$24,795,180 in 1919, while total railway 


operating expenses increased from $24,- 
106,949 in 1919 to $29,763,450 in 1920. 
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Investment”’ 


An authoritative discussion in 
brief easily read form of the 
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knowledge of finance is 
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The Technical Position 


—Selecting the Right Stocks 


—Stocks in Strong Technical 
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—Measuring a Stock’s Resist- 
ance 
The above subject is 
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obtaining a FREE Copy of this valuable 
book should write on their business or 
personal letterhead for B-7, 


EXSMITH 
*AND COMPANY 


Investment Securities 


107 LIBERTY STREET, NEW YORK 


fully explained in 


36 pages, illus- 























Scientific Methods of | 
Investing and Trading 
in Stocks 


A free ry" ed pee eo <4 oe 
ing among other subjects 

| Investment and Market Condittons! 

| Investing for Income 

Investing for Profit 

Averaging an Investment 

Limited —— 

| Using Stop Loss 

| gluse euste, eat & ben ees i 

fevestors and traders te use correct metheds 

in their operations. The booklet will be seat 


te anyone free of charge, inctuding our bb 
weekly financial publication 


“Income Building” 


Ask for M-5 | 


_ ROGERS & SULLIVAN | 














46 Cedar Street, New York 











The Stock Market 


Is it going up or down? 
The public is usually a poor guesser. 
Continuously, for 32 years, this Bureau 
has guided and advised the investment 
and speculative activities of thousands of 
people. To-day it numbers subscribers 
in 38 states. Before buying stocks we 
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DAILY MARKET LETTER and 3 P. M, 
TRADERS’ BULLETIN, or taking a 
month’s trial subscription for $10. Doing 
this may make or save you many dollars. 
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3oston.—Here are some of the out- 
standing features of the New England 
situation epitomized : 


(1) Improved outlook for wool; 


(2) Apparent necessity for further 
liquidation in some branches of industry 
where writing down of inventories was 
postponed in much the same fashion that 
a drowning man catches at a straw to hold 
himself above water until help comes; 


(3) Rumors of Central Leather reor- 
ganization demed; 


(4) Processes of recovery slow, not be- 
cause of any retarding influence that is 
fundamental, but because there is a ten- 
dency on the part of business to lag and 
there is a lack of real confidence; 


(5) Betterment in the shoe industry. 


Regarding the Central Leather situa- 
tion: the stocks of this company over in 
New York have been the butt of bear 
attacks, and with some reason. The sec- 
ond quarter for the company was a bad 
one; the operating loss was huge, and 
shrinkage in inventories, instead of being 
over with, at the close of the first six 
months of the year was in such position 
as to make many fear that more was 
yet to come. 


Rumors that a reorganization of the 
company were impending and that a pos- 
sible assessment on the stockholders was 
hanging like a sword of Damocles, have 
been denied emphatically by an official of 
of the corporation. Nevertheless, the con- 
dition of the company is such as io 
make the stocks susceptible whenever any 
such rumor hangs over the market. 


A local authority has estimated that, 
estimating on the basis of the present 
market quotations for Central Leather se- 
curities, they are selling at about six cents 
on the dollar. In other words, that is the 
value which the market places upon the 
company’s plants and equipment. The 
market valuation of securities totals $54,- 
710,104. The plant and equipment are 
carried on the books at $40,200,532, and 
the investments in subsidiaries at $7,194,- 
644. The difference between market valua- 
tion and book value is $2,985,572, which 
is the same thing as saying that in the 
opinion of investors the plant and equip- 
ment is worth six cents on the dollar. 


But all said and done, it would seem 
that inflation has been squeezed out of 
Central Leather, although the future for 
the company cannot by any stretch of the 
imagination be looked upon as promising. 


There has been noteworthy firmness in 
the past few days in the price of copper 
This is a reflection of the general 
improvement in the sentiment regarding 


Although 


shares. 


the outlook for the industry. 





export demand has been nothing to speak 
of, still authorities in the industry are 
optimistic that conditions slowly are 
working toward betterment. It is ex- 
pected that next month will show marked 
change in buying demand, and that Europe 
will be quite a purchaser. 


On the local Exchange, however, even 
in the copper list, there has been what 
amounts to inertia. There is only negli- 
gible interest in New England rails, the 
industrial list was irregular, with little 
evidence of any spirit. 


Summer resorts of New England all 
report a slim season, which is reflected in 
the earning’s statements of the railroads 
serving the resorts. Tourists this year are 
few in number and, once settled, they stay 
quiet. As an example, the Boston & 
Maine in June handled 3,590,000 pas- 
sengers, which compares with 4,545,000 
passengers handled in the same month 
last year. And July business showed 
about the same relative decline as June, 
when compared with last year. 


Boston & Maine’s freight traffic has been 
suffering also. The road’s ton miles in 
July fell off 10 per cent. as compared with 
June. However, the saving made possible 
by the 12 per cent. cut in wages has aided 
the company in offsetting some of the 
losses due to decline in traffic. 


United Fruit of the local exchange was 
the plaything of the speculative operators, 
as well as in New York. After decided 
weakness the stock took on a new lease 
ot life and developed into one of the 
strongest stocks in the Boston market. 


Regarding the talk of possible further 
reductions in tire prices, the executives of 
one of the companies in Boston asserts 
that material cuts by important companies 
are most improbable. There was a re- 
duction last winter says this man of 10% 
to 15% and a further cut in the spring 
of 20%. Tire prices really are today on 
a pre-war level. 


With reference to the heavy selling of 
U. S. Rubber shares last week, a man 
who was an intimate friend of the late 
Col. Colt has expressed himself as con- 
fident that there has been no sacrifice ot 
the holdings in the company of Col. Colt 
at current market prices. He asserts that 
necessity for such action does not exist. 
He also asserts that the reports of terri- 
fic shrinkage in inventory are without 
foundation. An active foot-wear season 
is expected to result in a_ satisfactory 
showing for the current half year. It is 
felt that because of improved business 
trend and the resources of U. S. Rubber, 
it is unlikely that there will be any tam- 
pering with the first preferred dividend 
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Simple Economics: No. 7—Utility and Value 


HE object of these little talks from 
time to time is to present certain 


economic facts in simplified form, 
realizing that the great truths given to us 
by the masters of Political Economy may 
not at all times have been clear to our lay 
minds. 

In a previous discussion mention was 
made of the truism that wealth first of all 
is utility. Political economists inform us 
that although no living being possesses the 
power to subtract an atom from existing 
matter, he nevertheless creates utility 
which makes that, the substance of which 
he has had nothing at all to do with 
creating, capable of satisfying a need. 

Let us select an illustration: 

A discovers a deposit of copper in 
the primitive state. He immediately de- 
votes his own effort toward taking the 
ore from the ground. In its native state, 
the copper, although possesing utility, does 
not possess value. 


The labor which A performed to place 
the copper on the market was the first 
phase of wealth. We first had _ utility, 
then production and distribution. 


The second phase is Exchange. 


Here we have reached the stumbling 
block. Unless we give pause here, and 
carefully consider the stage we have 
reached, we shall have missed the point of 
our inquiry. Were we to conclude that, 
because A rendered the copper capable 
of satisfying a human need, he had created 
value, we would be in error. 


MBANING OF VALUE 
A thing may have utility without value— 
as air or water; 


A thing may have value without utility 

as i. painting; 

A thing may have both value and utility 
—as a steam engine. 


Thus it is seen that nothing is so likely 
to prove disconcerting as our interpretation 
of the meaning of the thing we call value. 


It is the phase Exchange that imparts 
value. 


Let us carry our thought a little further. 
Man, by his labor of digging, creates 
itility when he takes from the earth the 
ore from which he makes iron. He has 
not added or subtracted one atom of sub- 
stance from the matter which he has given 
tility. By creating utility, he has created 
usefulness. But he has not, as yet, given 
value. The iron is capable of satisfying a 
need but, per se, does not possess value un- 
til it has come to the stage of Exchange. 


August 22, 1921 


After he has expended his labor upon 
the creation of a utility, man exchanges 
that utility for something else which he 
wants or needs. Then the iron may be 
said to possess value. 


LAND AND PRODUCTS 

A section of land may be said to possess 
utility, but it does not possess actual value 
until its owner is able to exchange that 
land or its products for other things. And 
its value increases as the number of things 
for which it or its products are exchang- 
able increase. 


The utility of a section of land may be 
varying in degree. It may not possess the 
richness of an adjoining section and there- 
fore may not have as great capacity for 
the production of crops. The first section 
of land therefore, when we come to the 
point of exchange, will be said to possess 
less value than the second section. 


We may say that everything that can 
be said to possess capacity to satisfy human 
need possesses utility. But it is under the 
name of exchange that utility, or wealth 
for that is utility, passes from owner to 
owner in a process that gives value to 
wealth by exchange. 


MONEY VALUES 

As one of the economists has expressed 
it: exchange is the act by which man sells 
to another a product or a service for an 
equivalent product or service. And the 
value of a product is the quantity of things 
which one is willing to give in order to 
obtain that product in exchange. And the 
price is nothing but the value expressed in 
terms of money. 


We have thus interrupted our discussion 
of the creation of wealth because in a 
former talk we did not carry out the mean- 
ing of utility to its logical conclusion. It 
is the intent of these little discussions to 
clear the way as much as possible to a 
perfect understanding of the fundamentals 
of economics which after all is the real 
basis of enduring success in the building 
of income. 


Note: Number 8 of this series of 
talks on StmpLeE Economics will 
resume the discussion of the CREA- 
TION OF WEALTH. 


——--Q-——- 


Steel Looks Good 


Everything considered, the premier 
steel stock has been acting well in show- 
ing rather promising strength, even thougn 
no substantial gains are being marked up. 
The stock has every appearance of being 
in favorable position around the 74 level. 
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Far-Seeing Investors 


judge securities by their record 
and safeguards which insure their 
stability. 

To such investors, Straus Bonds, 
backed by a record of 39 years 
without loss or delay in payment, 
make a powerful appeal. They 
are safe in bad times as well as 
good. 

Write for our new booklet, “Com- 
mon Sense in Investing Money.” 
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We offer and recommend 


Central Petroleum 
Preferred 


An exceptional investment, in that the 


dividend is guaranteed by the Union 
Oil Co. of Delaware. This Company 
has also agreed to pay off Central 


Petroleum Preferred at $100 per share 
in April, 1923, or surrender control. 
Based upon retirement as above, the 
yield on investment is 35% per annum. 
Central Petroleum owns 23 subsidiaries, 
23,500 acres of lands, 953 wells with 
5,300 barrels daily production. Com- 
bined net profits for 6 months ending 
October 31, 1920, were ten times divi- 
dend requirements. 


Circular F.C. and Price on Application 
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5 %M. C. Trust 
Certificates 


HE Directors of 315 Banks 

have approved of our secur- 
ity. Banks have invested over 
$50,000,000 with us in the past 
ten years. 

You can enjoy the same security and income as the 
banks, as our certificates are issued in $100 units to 
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The Foreign Field 


(Concluded from page 298) 


would be worth about $240 per thousand 
marks, and these are being offered in this 
market at about $17.50 per thousand marks 
for immediate delivery, or $17 per thon- 
sand marks for delivery in 30 days. The 
bonds have a good market on the Berlin 
Bourse, where they are quoted today sub- 
stantially above par. The fact that full 
interest on the bonds has been paid during 
the course of the war means that these 
securities took about the most severe test 
that could be made. The common stock 
of the company has paid dividends reg- 
ularly for many years, and the quotation 
on the Berlin Bourse in April was 190. 


a * * 
SPANISH RIVER PAPER 
The forthcoming annual report of 


Spanish River Pulp & Paper Mills, ac- 
cording to advices from Toronto, is ex- 
pected to break all previous records in 
the matter of earnings, despite the inter- 
ruption of the strike which spoiled pro- 
duction for the closing weeks of the fiscal 
year. 

It is understood that the profit and loss 
account will show earnings at about 21 
per The company, 
it is believed, has been able to keep its 


cent. on the common. 


working capital position strong, even after 
liberal and for 
the of wood costs to the 
current market prices. 


allowances for reserves 


writing down 


It is understood that the balance sheet 


will show an improvement of approxi- 
mately three quarters of a million in ex- 
cess of current assets over current lia- 
bilities. 


ic * 

CANADIAN STEEL PRODUCTION 

The May output of pig iron by Canadian 
steel mills was 43 per cent. increase over 
than of April, and of steel ingots was 
twice as heavy. It is the belief of author- 
ities that the bottom of the dull market 
has reached. The iron 
production seems to have run its course 
and the buyers’ strike must soon come to 
an end. 


been decline in 


There has been noted some ex- 
pansion in construction which is paving 
the way for a brisk demand for products 
of the iron and steel industry. 

The increase in Canadian steel produc- 
tion during July indicates that conditions 
are rather more hopeful and it is believed 








that the demand for steel products will 
augmented and the output of both iron a: 
steel in Canada will continue to advar 
during the remainder of the year. 

“— 


AMES-HOLDEN 


One of the features of the Montr 
market last week was the advance in Ames- 
Holden preferred. In most quarters it 
believed that the liquidation which had 
marked down the price of the stock con- 
siderably in previous movements had come 
to an end. The small number of share; 
traded in the recent advance serves to 
demonstrate the limited supply. It di 
not require any considerable buying 19 
move the price up sharply. 

* * x 
AN OPTIMISTIC NOTE 

Optimism regarding the future of th 
Dominion of Canada and its business is 
the key-note of recent statements of Sir 
Robert Kindersley, governor of the Hud- 
son Bay Company, the big fur trading and 
store center for Canada. Sir Robert 
stated that the Dominion would be better 
able to face the future with confidence 
than most of the other countries. He ex- 
pressed gratification at the evident desir 
of the people to compel reduction of un- 
necessary expenditures by the government 
as this would make for early readjust 
ment of the tax schedules. He anticipated 
the early adjustment of conditions in agri- 
cultural sections, where he believed the 
profits of the farmer would soon be 
formed to his great benefit. 

: e * 
BUYING OF STERLING 

The London markets have been dull for 
the past week. But no little interest was 
evidenced in the slump in marks. This 
was precipitated by heavy buying of ster- 
ling in connection with the reparation pay- 
ments. 

There also has been heavy speculation 
in marks as a concommitant of the wave 
of speculative activity the German 
Bourse which resulted in the temporary 
closing of that Exchange at midweek last 
The manner in speculators took 
hold of activities and dominated them in 
Berlin was most unhealthy. The timely 
action of the recognition 
of the necessity for placing a curb on 
such movements, was commended. 


on 


which 


authorities, in 





FOREIGN EXCHANGE 


Closing Rates 


Currency Cable Cheque 
England $3.70 $3.04 $3.631. Sterling 
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1 Sia Se rece 4.45 tf 4.30 Lire 
GN Siw cece aks bien 1.19 1.17 1.16 Marks 
Switzerland 17.50 16.90 16.87 Francs 
0 Fi Re eee 13.50 12.92 12.90 Pesetas 
Greece ee anion. ie a 6.15 5.51 5.50 Drachm 
ee 1.32 1.23 1.22 Lei 
se See ee 1.30 1.22 1.21 Kronen 
SOON, kn dacwiscccs oe 58 57 Kroner 
I, OTA oes ERE ans a 12% Be A 11% Kronen 
OS ee ee 35) 26 25% Kronen 
ae 6 5% 5 Marks 
DE: «=e ue tec sbue. 18 , as Rubles 
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ARKET commentators all are 
drawing attention to the strength 
of the bond market and the ap- 

irent good demand for sound, fixed-inter- 
bearing securities. Yet there is nothing 
Ww or strange about what is going on. 
Vhat is happening is just what any stu- 
nt of markets would expect at such a 
ne. It is a question whether reason- 
safe bonds of al] sorts have been 
relatively cheap in years as they are 
ow. They are cheap for two reasons: 
e first, because all fundamental devel- 
ments are continuing favorable, and be- 
ming more so each week, and, second, 
ecause the signs indicate that it may not 
so very long before a big upward 
ovement in bonds will be under way, as 
preliminary to a strong and well-sus- 
ained upward swing in the stock list. 
hat is why the present should be the 
roper time to buy bonds that rightly 
mav be classified as bargains. 


* * * 
WHY STRESS RAILS? 


\ reader has inquired of the editor of 
this department why railroad bonds are 
recommended more often than industrial 
ind other classes of bonds. The answer 
is simple. For some time the industries 

' the country, with a few exceptions, 
will be compelled to do business with con- 
ditions more keenly competitive than here- 
tofore. Industrial plants have, with few 
exceptions, been greatly expanded to take 
care of business that was falsely stimu- 
ated (the term false is used advisedly, 
bee ause of the period of inflation) and 
for some time there will be keen rivalry 
or business, which means relatively small- 

profits.. On the other hand, the rail- 
roads, for years compelled to do business 
a scale of profit that was_ steadily 
irrowing, have not added to plant and 
quipment, and face the future with pos- 
ibility of steadily growing profits, the 
atter to be large in proportion to the 
nlity of each railroad to lower its oper- 
ting expenses by increasing efficiency 
nd by the elimination of all unnecessary 
arges against gross revenues. Increases 

n freight rates, reductions in the price 

labor, materials and supplies and great- 

coordination in management, will make 

better showings in earnings in the 

ure than have prevailed for some years. 
x ok 


IMPROVEMENT NOTED 


In June, the figures for later months 
being available, the class 1 railroads 
irned net operating revenues of close 
fifty-two million dollars. That total 
mpares with deficits for the same month 
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BOND BARGAINCOUNTER 


ise \\ AN 
TWO BARGAINS CO 
R. I. A. & L. Ist 4%s 
St. P. & K. C. Short Line Ist 4'4s 














a year ago, and a striking improvement 
over the preceding month of May. The 
month of July of course will be the month 
that will begin to tell the full story of the 
betterment of the railroad situation. Judg- 
ing by the figures available at this writing, 
the net showing will be most satisfactory. 
So investors would be shortsighted in- 
deed were they to overlook the oppor- 
tunities presented for picking up railroad 
bonds that are selling at bargain counter 
levels. 


R.[. A. & L. Ist 442s 


The first 4%4s, of the Rock Island, Ar- 
kansas & Louisiana, due in 1934, are sell- 
ing at about 64, which means that they 
vield to maturity very close to 9%. No 
bond that is obtainable at such a figure 
could be rated as a high grade invest- 
ment. 30nd. ratings however are more 
technical than otherwise. The safety of 
this bond cannot be questioned, in view 
of the indicated earning ability of the 
Rock Island System, which guarantees 
the bonds as to principal and interest. It 
is a peculiar thing that so many investors 
overlook the fact that any railroad that 
is properly capitalized in relation to its 
property investment value is in a posi- 
tion to command a rating for its bonds 
that is the next thing to the safety of a 
government bond. And the attractive- 
ness of the various bond issues of such 
a railroad does not vary much insofar as 
safety is concerned. Statistically, the fixed 
charges of the Rock Island should be 
earned twice over, which means that the 
bonds of the company, direct or guar- 
anteed, are entitled to the confidence of 
investors. 


ST. P. & K. C. SH. LINE 1st 4's 


The first 4%4s of the St. Paul & Kan- 
sas City Short Line, which are due in 
1941, also are an unusually attractive so- 
called medium grade bond. They are 
quoted at this writing at 65, which is on 
a basis to yield to maturity 8.5%. The 
smaller vield on this bond, contrasted with 
the one mentioned above, is explained by 


the longer maturity. The same sort of 
reasoning as applies to the R. f. A. & L. 
first 4%s applies here. The security is 


satisfactory, and certainly the high yield 
should be an inducement to the investor 
when it is realized that before long bonds 
will be selling much higher as they are 
certain to sell in conformity with the 
ruling interest rates and as reflection of 
the general improvement in money con- 
ditions. 


Missouri Pacific 
(Concluded from page 288) 


the road cannot be anything but favor- 
able. 


In the first six months of the current 
year Missouri Pacific has not been mak- 
ing as good a showing as some of the other 
Southwestern lines. But May and June 
are very light months, even when business 
is normal, the latter being the lightest of 
the year in point of traffic and gross rev- 
enues. 


The road earns in the latter half of the 
year the following percentages of the 
total for the year: July, 8.37%; August 
9.09%; September, 9.03% : October, 
9.58% ; November, 9.00%, and December, 
8.92%. 


The performance of the road during the 
latter half of this year should be substan- 
tially better than that for the first half, 
as it was not until July that the full ef- 
fect of the 12% wage cut and other re- 
ductions and savings began to be reflected 
in earnings. 


Among the bonds of this company, the 
general 4s of 1875, seem to be most at- 
tractive from the standpoint of safety 
and present price. These bonds are se- 
cured by a first lien on the entire prop- 
erty of the company, subject to the first 
and refunding mortgage bonds. The bonds 
recently sold at 55, which is on a basis to 
yield about 7.39% to maturity. The fixed 
charges should be earned almost twice 
over. 


While there may be some speculative 
virtue in the common stock it does not 
seem that the accumulation of omeid 
dividends before the common could be 
overlooked, and, therefore, the fact mus* 
be considered in the light of a detriment 
to interest. The common might have 
some speculative appreciation as a reflec 
tion of that sort of activity in other non- 
dividend paying common stocks. But at 
hest the shares at this writing appear to 
be speculative only. 


But the indicated earning power of the 
preferred, together with the accumulation 
of dividends, tend to placing the senior 
shares on an attractive basis. 





A “Seelby” 


Feature 


REMARKABLE analysis of 

Royal Dutch Co., has been 
made by “Seelby,” to appear in 

The Financial World 


of August 29. 

Some startling revelations are 
promised. “Seelby” has, in this 
article, written one of the best 
of his unique series on “What 
Becomes of Profits.?” 


The Editors. 
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Sloss-Sheffield 
(Concluded from page 292) 


report for 1920, “and had grown expensive 
to operate.” The new works produce bet- 
ter coke, and would produce more at 
capacity—not necessarily cheaper unless 
the by-products could be utilized. In fact, 
were there no satisfactory demand for the 
by-products, the new works would be more 
expensive than the old. 


The new works started April, 1920. Two 
moves were started to utilize the gas by- 
products. One was to electrify the com- 
pany’s own important mines and works, 
the gas furnishing power for gas-engines 
to generate electricity. About $1,500,000 
is being spent on the necessary electric 
equipment this year and next. A second 
utilization of the gas is in supplying the 
city of Birmingham up to a maximum 
contract limit of 6,000,000 cu. ft. a day. 


The present position of the company is 
admittedly bad, owing to the heavy deficit 
in finances at the start of 1921, and ex- 
pensive electricification projects. New 
financing is probable. The date, amount 
and details remain to determine. Such 
new financing, if it develop, may perhaps 
be deferred to more propitious times in 
the iron and steel and coal and coke in- 
dustries. I have already pointed out that 
the pig-iron and coke makers, like Sloss- 
Sheffield, will be the first to reflect in 
expanded operations any substantial im- 
provement in the steel trade. The future 
of the company appears bright, the main 
drawback being the uncertainty as to how 
1iong the present depression may last, and 
che nature and date of the new financing, 
when and if new financing materialize. 
New financing has lifted the stock on 
previous occasions. A help is low capi- 
talization in common stock—only 100,00) 
shares. When such a stock “moves,” it 
moves spectacularly ! 


—0 





Kernels 
(Concluded from page 293) 
the corresponding week of 1920.— 
\verage price of 20 industrials ranged 


from 65.27 to 66.88 against 83.90 to 
85.89 in the corresponding week of 
1920.— 

Dividends decreased—Cuban American 


Sugar passes quarterly dividend on com- 
mon. National Sugar Refining reduces 
quarterly dividend on common from 
New York Air Brake 
declares quarterly dividend payable in 
6% scrip.— 


$2.50 to $1.75. 


Foreign Exchange 
loreign Exchange—Off.— 
Demand Sterling ranges from $3.63%4 to 
$3.6634 against $3.62%4 to $3.643% in the 
corresponding week of 1920.+ 
‘anadian dollar ranges from 89.91 cents 
to 90.06 cents against 89.25 cents to 
89.93 cents a week ago.+ German marks, 
French and Belgian francs, Italian lire 
lower.— 
Bank of England rate 5%4% unchanged.= 
Ratio of Reserve—14.54% against 14- 
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interest. 


experience without loss. 


Home Office: 





Diversify Your Investments 


During the perilous days of our readjustment period, the 
experienced investor does not carry all his eggs in one basket. 


A fair supply of well seasoned non-fluctuating farm mort- 
gages will safeguard your estate. 


Your July investments cannot be better placed than in our | 


8% Collateral Trust Bonds 8% 


obtainable in amounts of $50, $100, $200 and $500, semi-annual 
Short time maturities. 


Sold on part payment plan if preferred. Based on 37 years’ 


Write for Booklets. 


The F. B. Collins Investment Co. | 


Members Farm Mortgage Bankers Association of America 


727 Monadnock Block, Chicago | 


Oklahoma 





City, Oklahoma 
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50% in the prececing week and 11.41 
per cent. in the corresponding week of 
1920.+4 


Money and Banking 
Call money ruled at 6% against 7% in 
the corresponding week in 1920.4 
to 6.4% 
in the corres- 


Time money ranged from 6% 
against 914% to 94% 
ponding week of 1920.+ 

Commercial paper ranged from 6% to 
614% against 8% in the corresponding 
week of 1920.+ 

Bank clearings for the week—$6,987,604,- 
928 against $6,948,308,839 in the pre- 
ceding week and $8,249,338,609 in the 
corresponding week of 1920.+ 

Federal Reserve—Ratio of reserve to lia- 
bilities 65.0% against 63.7% in the pre- 
ceding week and 43.9% in the corres- 
ponding week of 1920.+ 


Trade 

Dun’s Failures for the week—361 against 
329 in the preceding week and 155 in 
the corresponding week of 1920.— 

Car loadings—For the week ended Aug- 
ust 6th, 784,781 against 794,570 in the 
preceding week.— 

July foreign trade—Exports $322,000,000 
against $340,000,000 in June. Imports 
$178,000,000 $198,000,000 in 
June. 


against 





—— 

Fisheries Sale Decreed 
Decrees of sale of the assets of the 
East Coast Fisheries Company and the 
East Coast Fisheries Products Company 
to a reorganization company have been 
issued by Judge Hale in the United States 
District Court. The company is to pay 
$131,122 to the receivers for the fisheries 
company, releasing, on delivery of the 
property, the claim of the I. M. Taylor 
Company, Inc., against the company for 
$26,204. 
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SOUND INVESTMENTS 


SEVEN PER CENT. 


FROM 


NEBRASKA FARM 
MORTGAGES 


running from 3 to 5 years 
with interest payable semi- 
annually. 





In ordinary times these 
mortgages would return a 
much lower rate. 


Our recommendation is 
based on 38 years’ experi- 
ence, complete investigation 
and outright ownership of 
all loans offered. Non-fluct- 
uating — Non-speculative. 
Send for list. 


Equitable Trust Co. 


—Founded 1883— 
Capital, Surplus and Undi- 
vided Profits, $225,000.08. 


OMAHA, NEBRASKA 


It will pay the receivers for the Fisher- 
ies Products Company $26,264, cancelling 
at the same time a note of I. M. Taylor 
against the company for $144,200 and 
claim of the I. M. Taylor Company, Inc., 
for $179,204. A deposit of $25,000 is re- 


quired in each case. 





A plan for reorganization which was 
filed with the bids became effective with 
the issuing of the decree. 
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What lowa Has Learned 
By C. M. HARGER 


O get at a concrete idea of the actual 
T situation in the farm mortgage field 
in a state where the land boom has 
een most pronounced I have visited sev- 
eral sections of Iowa and interviewed loan 
agents and bankers recently. Iowa is a 
state of steady agricultural habits. It has 
seldom known a crop failure and its farms 
show a wonderful degree of improvement. 
On the fronts of big barns you see painted 
the figures “1918” or “1919.” It indicates 
that in the days of their prosperity the 
producers were putting their income to 
good use, the development of their proper- 
ties. It is agreed that a vast amount of 
the prosperity years’ bounty went into such 
improvements, yet the farmer today feels 
poor. Why? 


According to the stories of the interior 
land agents and loan men, who are closest 
to the farmer, the land boom was not 
wholly a speculative one, nor was it the 
desire for more land. The state has a 
large and growing tenant class. As the 
farmers have become well to do they have 
rented their farms and moved to town. 
Tenants during the war years made money. 
When they had gathered $5,000 or $10,000 
they wanted to own land and bought farms. 


These formed a large class of the buyers © 


and added to the speculation going on. 
constantly added to the bids for farms. 
Land went to $400 and even to $600 an 

re—but as for the tenant-buyers, they 
were compelled to borrow heavily. Iowa 
has much local capital and the sellers often 
became the mortgagees, so that farms in 
such instances frequently have two-thirds 
their value represented in loans. Outside 
loaning agencies have kept the limit low 
of such loans. 


One of the leading insurance companies 
f the state that makes farm loans gener- 
ly, has refused to loan more than $100 on 
ny farm, which is often only one-fifth its 
sclling price. 


What happened when the break in prices 
products came last autumn? 


The farmer had his corn on hand and re- 
insed to sell. Several instances were given 
e in which there are two crops on hand— 
nd all this could have been sold for $1.50 
$1.65 a bushel but owners would not 
ll—now they are offered about 30 cents 
bushel, with one or two crops to sell. 
is characteristic of human nature that 
usiness men fail to show much sympathy 
ior the farmer who would not sell corn 
‘or $1.50 a bushel. 


Land is selling very slowly in Iowa. 
‘ere and there a farm changes hands but 
ostly it stands. When it is remembered 
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that the average mortgage in the state, ac- 
cording to the government census, is $9,- 
358 the prospect for the future becomes in- 
teresting. 


The bankers say, however, that there 
will be little defalcation, or at least from 
indications now the average borrower is 
gcing to meet his interest and work out the 
principal when the time comes. In cases 
where tenants have borrowed heavily from 
local sources they may have to give up the 
farms with loss, but the loans made outside 
the state, with eastern capital, are sound, 


owing to the conservatism with which they 
were made. 


But land values cannot in the nature of 
things remain at the boom prices and we 
shall doubtless see a revision downward of 
values. This may not come at once; in- 
deed, it is likely to be a slow process, ac- 
cording to the stabilization of price-levels 
of farm products. The Iowa farmer is 
hard working; he knows what his land will 
do and he is apparently inclined yet to buy 
only what is absolutely necessary. With 
the process of financing continued he ought 
to get ahead, just as he got ahead in 
years past. 


The state has a mortgage debt of $489,- 
000,000, more than twice the amount ten 
years ago, and it will take close figuring 
for him to meet the obligation. The fact 
that it can be extended over a long period 
of years will enable him to prepare for the 
liquidation, such as it is in the farm mort- 
gage field. Iowa is going slow, but judg- 
ing from observation, it is safe and the 
farmer is in command of the situation. 


-_——oO-—_"—_ 


Thank You, Mr. Joslyn 


Some well meaning subscriber who 
might think we are not getting rich 
enough out of our labors in producing 
THE FINANcIAL Wortp has given our 
name to Mr. L. P. Joslyn of Akron, 
Ohio, as a likely prospect in his efforts 
to increase the number of millionaires. 
This we must assume from his statement 
that our name has been given him with 
the request that he write us and present 
his proposition. Joslyn happens to have 
a few acres of what he believes to be 
rich oil land and wants us to interest our- 
selves in it on the basis of $25 an acre. 
But we must decline since we cannot see 
our way clear to pay so much for land 
that can be bought much cheaper. No, 
thank you, Mr. Joslyn. We cannot hope, 
nor can any one else, to join that happy 
circle of 4,000 millionaires that oil has 
made through such a gate as he thinks 
he has opened. 


—_——O--—— 


Outranks Them All 

I find your magazine a fine book from 
cover to cover and every page is 100% 
perfect, honest and good reading and last 
but not least it sure tells the truth, as I 
have studied it in the past ten weeks and 
would not part with it for anything. It 
out ranks all other financial papers and 
books, 


Frank M. Powers. 


As you advance 
in years you want 
to know that your money is safe. 

In old age, comfort and peace of mind are 
assured if you invest in time tried 7% FIRST 
FARM MORTGAGES—38 years without a loss 


to investors—Write for offerings and pamph- 
let — 


E.J. LANDER & 


CO. 
TABLISHED I883-CAPITA\. & SURPLUS $500,000.00 
" GRAND FORKS, NORTH DAKOTA. 














Absolutely Sound 7% and 8% MORTGAGES 


N making an investment, your first consideration 
should be safety; next, rate of interest. Our Georgia 
Mortgages are absolutely sound 
because we make no loans for 
over half assessed value of prop- 
erty and we investigate and 
guarantee all titles. The legal 
rate of interest in Georgia is 
8%. <A better opportunity has 
j never been offered to secure 7% 
“ and 8% mortgages backed by 
unquestionable security. 6% 
paid on time certificates, 5% 
on demand certificates. Write 
for complete information. 
Member of Farm Mortgage Bankers Ass’n of America 
SESSIONS LOAN & TRUST COMPANY 
Mortgage Bankers Drawer 361 Marietta, Georgla 











ALBERTA FARM 


and EDMONTON CITY 
8% FIRST MORTGAGES 8% 
We allow premium en U. 8S. funds. 

Does that appeal? Write us. 

R. A. HULBERT & CO. 


HULBERT BUILDING 
10363 Whyte Ave. Edmonton, Alberta 














Higher Interest Rates 


Owing to a general advance im ‘aterest 
cates, we shall for a short time at least, 
be able te get Seven Per Com fer eur 
customers on First Mortgage Leans. 
We suggest that you take advantage of 
this and arrange to take some ef these 
loans at the higher rate. Geed leans 
O are offering. Write for Lean List Ne. 7f. 


Perkins & Co., Lawrence, Kansas 


















ARM investments 


This Is Bargain 
Day in Investments 


It is our opinion that the time for lower 


interest rates is not far distant. The 
federal reserve banks have reduced their 
rediscount rate to 6% and in some 
branches to 54%. 

We strongly advise you to take advan- 
tage of the present attractive rates obtain- 


able in first mortgages. We are offering 
7% on all our securities of proven worth. 
Forman Farm Mortgages and Farm Mort- 
gage Gold Bonds for over 36 years have 
cost par and at no time has any investor 
lost one cent in principal or interest on 
any investment sold by us. 

Write now for the August issue of 
“The Forman Guide to Safe In- 
vestments,” which should be in the 
hands of every conservative in- 
vestor. 


8 6 Yeorsitithout Lease ACustomer 


-FARM MORTGAGE BANKERS 
(ESTABLISHED 1665) 


105 W. Monroe St. Chicago, ~ 


315 


SRN LE 


; 
; 
\s 
H 
E 
: 





—s 


eae 








U.S. Mail Receivership 
Last troubles of the U. S. 
Mail Steamship Company reached their 
climax when announcement was made of 


week the 


the appointment of a receiver for the com- 
pany. 

In the controversy which has been oc- 
cupying the attention of the 
world, in recent weeks, between Mr. Las- 
ker and the U. S. 


shipping 


Mail, the government 
more than $300,000,000 due the 
When the 
contract was made between the Shipping 
Board and U. S. Mail for ships that were 
taken over by the latter, it was provided 
that U S. 


held up 


company from the post office. 


Mail should have a five year 
option to purchase at a price to be set 
by the Shipping Board and the $3,000,000 
spent in conditioning the ships by the 
company to be taken as part payment to 
the government. it also was provided that 
should the U. S. Mail not purchase the 
ships the government would pay back the 
$3,000,000. 

In the controversy the shipping com- 
asked the name a 
price for the purchase of the ships, which 
the Shipping Board refused to do, claim- 
ing that the had 
and was no longer valid. There are those 
who claim the purpose of the Board was 
to throw the interests headed by Judge 
Mayer out of the shipping field. The 
Mayer people had put in between $10,000,- 
000 and $20,000,000 of their own money 
in their effort or ambition to keep the 
Stars and Stripes on the ocean. The gov- 
ernment had spent four and a half mil- 
lion dollars in reconditioning the ships 
because the contract provided that they 


pany government to 


contract been broken 


were to be delivered in a seaworthy con- 
dition. They were later found not to be 
seaworthy or fully equipped. 

Speaking of the condition of affairs that 
has been brought about by the troubles 


of U. S. Mail, the Boston News Bureau 
says :— 
“There was credit behind the U. S. 


Mail before the Shipping Board put into 
the whole Mayer organization by seizing 
ships. What credit to this part of our 
American enterprise upon the ocean re- 
mains to be seen.” 

The same time the government charges 
that the U. S. Mail has $1,000,000 of capi- 
tal which is nothing but water. The prob- 
lem solved, 
has the discussion pro and con been ended. 


has by no means been nor 


The most re- 
of Arthur J. Bald- 
named [ 


Complications are many. 


cent was the refusal 


win, who had been receiver for 
the company by the court, to accept be- 
cause of the press of professional busi- 
ness. The Shipping Board has made known 


its preference for a practical steamship 


man rather than somebody not practi- 
cally connected with the shipping indus- 
try. In conformity with this view, it 


was stated that the Board might withdraw 
from the receiver two ships operated un- 
der agrec nents which would deprive the 
receiver of commissions, which it was 
thought would bring about financial em- 


barrassment. 
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HE Curb Market during the week just closed was dominated by profession 





trading and the net result was many cross currents and marked irregularit 
Short selling has the appearance of being tired out and drives instituted 


the bears gained nothing of note. 
taking. 
particular trend. 


The turnover was small. 


of themselves. 


Rallies came easily but were cut short by prot 
Standard Oil issues were prominent but revealed 1 
Other oils were inclined to be heavy. 
3onds were in good demand and worked toward higher levels. 


Tobaccos gave a good accou 


Mother Lode Coalition Mines Co. 


Successor to Mother Lode Copper Mines Co. of Alaska 


Cameo Analysis, by “Horace Scope” 


Authorized capital, 2,500,000 shares, no 


1928 were paid off March, 1921 ($1,000,000 of 6s) 


par, all common stock, all issued. 


Bonds due 
Controlled by Alaska Mineral & Development 


Co. (Kennecott Copper Corp.) since 1918, when it acquired the properties from the old Mothe: 


Lode Copper Mines Co. of Alaska (1910). 


One old share (par $10) equais 1.6 present shares. 


Business: Copper mine at Kennecott, Alas ka, across the ridge crest from the Kenni- 


cott mines, with which the new tunnel, dug 1919, connects them. 
smelts at Tacoma, Wash (American Smelting & Refining Co.) 


and facilities (rented); 


Uses Kennicott mill unit 


Production: About 18 million pounds yearly in 1920 and first quarter 1921, under curtail- 


ment regime in force. 


Actual output 17,474,520 


Ibs. copper in 1920 and 134,943 ozs. silver. 


Shipments 1920 were 4,890 tons first-class ore, assay 57.9% copper, and 11,662 tons of mill 


concentrates, assay 51.12% copper, the latter 


tons of 10.50° milling ore. 


Costs, Profits: Costs were 8.66c a pound in 


tion; believed near 7c in first quarter 1921. 
this year. 


with bonds retired, as now. 
Dividends: None to date. 


Net profit was $1,168,650 in 1920, 
not counting profit on unsold copper, carried at cost. 


Finances good; 


(two-thirds of output) produced from 67,567 


1920, including delivery, taxes and deprecia- 
If so, probably lowest-cost company in world 
based only on sales (13,804,000 Ibs. at 16.93c), 


This profit equals 50c a share a yea: 


started 1921 with $1,844,471 current assets, 


only $346,931 current liabilities; nearly $1,500,000 quick surplus nearly all cash and sold 


copper. 


This enabled the company, plus first 
years in advance in March, 1921, its total bonded debt due 1928. 


quarter earnings in 1921, to pay off seven 
| 


Ore Reserves: No official report; probably enough development work ahead is done, and 
new ore discovered thereby, to maintain in reserve from one to two years’ production ahead 


at 25 millions Ibs. yearly. 


“The policy of the company, 


” 


says the report for 1920, “is to de- 


velop each year an amount of ore equal to that mined out during the year.” 
Earning Power: Normal effective working basis (not maximum) 25 million pounds pro- 


duction a year at je cost, and 15e selling price for copper; 
Add or subtract 10c for each 1-cent difference in price of copper 


000,000 equals 80c a share. 
or working costs. 


This struggling, under-financed Alaska 
copper mine, which for many vears was 
only a Curb market “football” has emerged 
in a single year under Kennecott control, 
as one of the world’s low-cost, big paying 
Under 
circumstances in the copper trade, a much 
greater “to-do” in the stock 
would have heralded the event. 


copper mines. more auspicious 


markets 


The old company struggled along from 
1910 to 1918 under direction of Clarence 
Warner and James Godfrey, without ade- 
quate funds, and trying to develop the 
property from the McCarthy Gulch side 
of Kennecott Ridge, 14 miles from Ken- 
necott railway terminus, up canyon roads 
passable only in winter by snow-sled. It 
was only a question of time when Ken- 
necott would acquire the properties, as 
their logical development lay via a tunnel 
from the Kennecott side, and use of Ken- 
necott cableways, mill, and last but not 


least, Kennecott finances. 


The present company was organized in 
the Spring of 1918 to buy the properties. 
It paid for them 49% of its stock, or 
1,225,000 shares, one old share, par 10, 
equal to 1.638 new shares. A preliminary 
liquidating dividend of 1.6 shares of pres- 


on that basis yearly profit of $2,- 


ent stock has been declared on each old 
$10 par share. 


By the agreement which gave Kennecott 
control, the latter was to receive 1,275,000 
shares, or 51% of new stock, four out ot 
seven directorships, and $1,000,000 of 6%, 
10-year sinking-fund gold bonds, in con- 
sideration of retiring $500,000 old bonds, 
supplying up to $1,000,000 new capital; 
completing the needed working tunnel and 
connections from the Kennecott side of the 
mountain; and extending the use of Ken- 
necott mill facilities, etc. 

Three Mother Lode stocks are in the 
market. 
par shares are quoted generally 50 to 55 
The so-called “new” Mother Lode stoc! 
is not the present company’s, but is the 
company’s $10 par stock created 1915, | 
which one “new” share equal 10 old $1 | 
This stock 


been selling $514 to $5. 


The old company’s original $1 


shares “new” has recent 
As each shat 
carries a dividend of 1.6 shares Coalitio: 
stock, the latter is 
and $344. It has appeared on the marl 
only since the Spring of 1921. Its actu 
price range is indeed $3% to $354. It 's 
believed to be one of the very best of t! 


present generation of Curb coppers. 


worth between $3 





These cameo analyses of outside securities appear regularly in THE FINAN 


Wor _p. 
broker and banking house. 


They should be read, cut out and saved for future reference, by every wmvest 
Durant Motors, U. S. Distributing Corp., Radio Corpo? 


tion of America, Boston-Wyoming Oil, Nipissing Mines, U. S. Light & Heat, Ameri 
Writing Paper, Carib Syndicate, and United Eastern Mining, Tonopah Divide Mint 
Merritt Oil Corporation, Hollinger Consolidated Gold Mines companies have preced 
this analysis. Send for them if they are not already in your files. 
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40,000 BARREL 
ride Water Oil Company has brought 
well on lot 176 Amatlan 


WELL 
‘ae in the 


uithern Mexican field It is already 


pipe line 
barrels of oil a 


nnected up to the 
40,000 
i-loading 


and flow- 
day to the 
terminal. 


Che lide Water Oil Company has called 

payment and paid off $903,000 notes 
yvable “on or before’’ November 2, 1921, 
hich 


were purchase money notes given 
payment of Guffey Gillespie Oil Com- 
inv stock. 
* * x 


GERMANS FAIL 


Negotiation for a 


TO GET LOAN 
loan in the United 
$50,000,000, which have been car- 
iced on by German and 
failed, says a 

uring the last week. 
* ok Ox 

ELECTS DIRECTOR 

Robert W. Stewart, chairman of the 
ward of directors of the Standard Oil 
ompany of elected a di 
ector of the Bank at the 
regular weekly meeting. Mr. Stewart re- 
ides in Chicago. He is a director of the 
ntinental and Commercial Bank of that 


ty 
Ly. 


States of 
American finan- 


ers, have Berlin dispatch 


Indiana, was 


National City 


\t the 
ir I 


as accepted. 


same meeting the 


Armour 


resignation 
Ogden from the board 
It is understood that Mr. 


\rmour’s resignation 


was on account of 
possible conflict arising under the pro- 
isions of the Clayton act. 
’ * * * 
CAR SURPLUS 
Idle freight cars on July 31 totaled 


156,446 in contrast to 393,537 a week pre- 
vious, according to reports of the Ameri- 
in Railway 


Association, which cover the 


Canadian as well as the American roads. 
lhe car surplus on the American carriers 
that date 321,781. bad 


rder owned by American 


ag 


was Cars in 


railroads 


ited 356,446 on July 23. 
a 
SOME STEEL FIGURES 


The country’s steel production is cal 


lated as running at a rate between 
10,000,000 and 15,000,000 tons of ingots 
vear. The United States Steel Cor- 
oration alone has capacity for a larger 
utput than the maximum cited. Ameri 
in steel makers produced and sold a 
rger tonnage annually twenty vears ago 

the last three weeks there have been 


slight changes downward in finished 
steel prices and in that period new orders 
nd productions have increased. 
lants, 


Certain 
which a month ago were reported 
be operating at 25 to 30 per cent. of 
ipacity, are understood to be back to a 
stocks 


tructural forms and other products have 


41) per cent. basis. Warehouse 


een reduced extensively this year by 
onsumption which could not be post- 
\ugust 22, 1921 


poned. The statistical position of the in- 


dustry seems measurably better than it 

was at the middle of July, but steel com- 

pany shares have not recorded any change 
Mook 


5,739,000 IDLE 
estimates 
show that 5,735,000 persons are out of em 
ployment in the United States, Secretary 
of Labor Davis reported to the Senate in 
response to a resolution calling for figures. 

Mr. Davis the estimates did 
include as to the number of 
men out of 


Best available at this time 


said not 
figures for- 


mer service these 


total of un- 
related to 
the difference in the number of employees 
carried on 


work, as 
could not be obtained. The 


employed as given, he added, 


payrolls last month as com- 


pared with the 
1920. 


Manufacturing 


peak of employment in 


indus- 
high 


esti- 


and mechanical 


tries, including trades, showed the 
est percentage of unemployment, the 
mate 3,900,000, the report 


Other industries listed were mining 


being said. 
, trans- 
portation, trade and clerical workers and 
and personal service. 

*k Ok 


SHAREHOLDERS 


transfer of 


domestic 


SINCLAIR 


\ gradual Sinclair Oi] 


stock from speculative to investment 
hands has been noted recently, since the 
stock declined to new low records. Lat- 
est statistics show a substantial increase 
in the number of shareholders of record 
which now total 31,000, compared with 
less than 25,000 at the beginning of the 
Vear. 


x *k x 
WESTERN UNION 
\ special 
the Western 
has 


meeting of stockholders of 


Union Telegraph Company 
Sept. 8 for the 
increasing the 


been called for pur- 
indebted- 
$15,000,000 


amount of 


pose ot bonded 


ness of the company by 
that 
cent. gold 
1936, 
last. The 


through the issuance o 


15 year 6% per bonds to ma 
ture Aug. 1, 
Aug. 1 


to reimburse the 


and bear interest from 


proceeds will be used 
treasury of the com- 
for expenditures made on 


of extension, 


pany account 
improvements 


further 


additions and 


and to provide funds for opera- 
These 
The 
week 
interest to yield more than 6.60 per cent. 
a 
JOHN D. RYAN BACK 
John D. chairman of the 
conda 


tions of this character. bonds have 


already been sold. were offered to 


ihe public last at 99 and accrued 


Ryan, \na- 
Copper Mining Company, 


~desk 


weeks in the 


returned 
vacation of several 
Asked to discuss 
business conditions Mr. Ryan declined on 
the ground that he had spent most of his 
time played golf and has taken little in- 
terest in business affairs while away from 
New York. 


a few 


after a 


West. 


to his 


He will go West again within 
days, he said. 


The Chart Readers 
HERE is quite comparable 
to the inveterate chart reader. Like 
the sanguine inventors of “ 
for beating the 


nothing 


systems” 
Monte 
Carlo, or the Sport of Kings, the makers 
of stock market charts are convinced that 


gaming tables of 


readings cannot lie. 


There was one brilliant man who used 
to be met in Wall Street on occasions 
and whose friends were legion. But one 
day he took an acquaintance to lunch and 
explained to him what he had been able 
to gather from a marvelous chart system 
which he had concocted. He confessed 
that he had been years in studying and 
perfecting what he firmly believed was 
infallible 

Well, 


system, 


their 


after several years of playing his 
this man, 
though 


delusion, 


own beloved of his fel- 


lows even 
eretted his 
One 


they, in private, re- 
took sick and died. 
of his old intimates called upon the 
writer and contribution to- 
ward providing a respectable funeral for 
the departed. 


asked for a 


The incident is related in no spirit of 
levity. It is presented to emphasize how 
mistaken it is to rely upon the infallibility 


of anything. 


There has come into the editorial catch- 
all a letter 
that 


him in 


from a man who sincerely be- 
heves which can tell 
what any big trader in 
the Street would give a fortune to know. 


he has charts 
advance 
made a 


To our knowledge, no has 


ereat deal of 


one 


money from the system. 


A recent “reading” or communication 
of this man’s chart is to the effect that 
“XYZ” stock is going to sell down to 49. 


If it does, 
told 
hear no more 


Perhaps it will. we expect to 


be informed—‘“l you so.” If not, 


perhaps we shall about it. 


But suppose the stock is selling now at 
we shall say, 50. And suppose that, to- 
Doe, 
the industry, 


morrow, Mr. who is the dominant 


figure in should die, and his 
holdings be dropped on the market in a 
And the goes oft 
Where was the chart that it did 
not foretell the development? Of 
it could not 


block. stock twenty 


points. 
course 
Neither can 


have done so. 


any chart tell exactly to what level an) 
particular stock is going to go. 


ae en 
Railroad Working Rules 
Local railroad officials expect that the 
United States 
covering all the 
working 


decision of the Railroad 


Labor Board disputed 


points on rules, such as piece- 


work, definition of duties, reclassification 


of workers, seniority and overtime pay 
rates, probably will be forthcoming about 
September 1. 


preliminary 


There is a possibility that 
rulings on specific issues may 
be announced between now and that date. 
It is believed by have 
that 
rail- 


railroad men who 
the 
restore piece-work 
Such an 


been following situation closely 


the board will 
order, it 1s 


way shops. said, 


vould go far toward increasing efficiency 
work on locomotives, 


» done. 
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in repair cars and 


of which a vast amount is to be 
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An executive 





portation. 


sion and = industry. 


held CC mfidential. 





An Unusual Opportunity for 
a High Calibered Executive 


position 
portance and large future possibilities is 
awaiting a completely qualified man, inti- 
mately familiar with the theory and prac- 
tice of motor manufacturing and trans- 
Must be competent to assume 
entire responsibility of large, established 
and successful plant. 
will be met on a basis of attractive com- 
pensation based on record in the profes- 


Address: “L. M.,” P. O. 


Box 372, City Hall Station, New York City. 


of present im- 


Such an executive 


All correspondence 

















Branching Out 

N the foreign financial field there is 
] American institution that is forg- 

ing and successfully ahead. 
lhe First National Bank of Boston opened 
i branch in Buenos Aires in July, 1917, 
and its substantial growth to one of the 
strongest South 
\merica is noteworthy. It is a demon- 
stration of what can be accomplished when 


steadily 


largest and banks in 


thoroughly equipped organization with 


full understanding of conditions takes 


the initiative 














“Banco de Boston,’ 
> known in the Argentine, 
is evidenced by the new bank building of 


its own now in the process of erection. 


Foreseeing that it was bound to outgrow 


its leased quarters, The First National 
Bank of Boston some time ago purchased 
at auction at a one of 
the 
trict at the junction of three streets, Bar- 


tolomé Mitre, Avenida Presidente Roque 
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very low hgure 


choicest corners in the financial dis 


Saenz Pefia, and Florida. The new build- 
ing is to be a substantial one of nine stor- 
ies. In architecture it is pure Spanish, 
entirely in keeping with its setting. When 
completed, in addition to the banking 
quarters, it will house many of the larger 
and more representative of the American 
business concerns in Argentina. It will 
be a fine monument to American enter- 
prise directed along sound conservative 
lines. 


General Motors Earnings 
Notwithstanding the fact that in the 
first half of the current year General 
Motors reported earnings equivalent to 
only 31 cents a share on the outstanding 
common stock, it is interesting to note 
that in the second quarter of the period, 
profits greatly increased over those of the 
first quarter. Net earnings in the first 
three months totaled 3,707,944. In the next 
three months they had jumped to $14,551,- 
516. The stock was weak as a result of 
the unfavorableness of the full six months 
showing. 
ape anes 
Republic Steel Favored 
Sentiment has grown recently in favor 
of the steel shares, in view of the fact 
that the trade believes that the industry 
is on the eve of an upturning movement. 
Increasing operations in the plants of Re- 
public Iron and Steel caused the strength- 
ening of the stock or rather limited trad- 
ing, while the preferred yielded at mid 
week rather substantially, the common 
held strong. . 
: —-o—— 
Pierce Arrow Reduction 
Talk of reductions failed to 
arouse any worth while interest in either 
of the stocks of this company, although 
there was general firmness with a frac- 
tional gain for the preferred. Traders 
who have any interest at all in motor 
stocks were of the belief that the an- 
nouncement of further price reduction was 
not the beginning of another battle in 
the price war. 


price 
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The Oil Well 





WiLL LALA LULL 
Cosden Weakness 

fhe general market situation and th 
break in oils last week was reflected in 
weakness in the shares of Cosden. Those 
who are close to the actual periormance 
ot the company declare that the action 
ot the stock has nothing at all to do with 
earnings or the present financial 
position. the quick assets oi this com- 
pany are said to total some $8,0U0U,0UU 
which liabilities are less than one-hali oi 
hat amount. 


with 


Mexican Pete Statement 

A flood of selling hit this stock at mid 
week and carried the price down to &Y 
although there subse- 
quent. During the day there was being 
discussed a dispatch trom Mexico stat- 
ing that exportation of petroleum had 
been greatly reduced on account of low 
prices. At the same time there was dished 
out to the Street some of the old style 
bullish statements that appear every once 
in a while when the stock of Mexican Pe- 
troleum is on the down grade in an effort 
to stem the tide of selling. 


was a briei rally 


When Mexican Petroleum published oi- 
ficial statement of earnings of $17 a share 
on the common stock in the six months 
ended June 30th, there was hurried short 
covering which carried the price for a 
net gain of nearly three puints in a single 
movement. 


General Asphalt Rumors 

The old talk of purchase of General 
Asphalt by Royal Dutch Shell interests 
was insufficient to form substantial sup- 
port for the stock of the former when it 
broke sharply at initiation of last week's 
market. Those who are favorable to the 
stock believe that the selling of late is 
putting it in a very good technical posi- 
tion. At the same time there will have 
to be something more substantial than ru- 
mors such as have been given currency 
to give this stock a firm and prominent 
position. 


2an American Steady 

Casually it would seem that. liquidation 
in Pan American “B” shares has about 
run its course, and traders seem to have 
abandoned their habit of looking upon 
the action of Mexican Pete as an indica- 
tion of what is going on in the other 
company.. There is a disposition to look 
upon Mexican Pete as more or less of 4 
gambling proposition. 


California Petroleum Firm 

The oil stocks which on Tuesday last 
were the first to feel the pressure of th 
bear contingent for the day recorded 
general declines, but it was not surprising 
when California Petroleum failed to re- 
flect tlie favorable earnings statement cov- 
ering the first six months of the current 
year. However, the stock was conside! 
ably firmer than others in the same group. 
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DIVIDENDS 





AMERICAN POWER & LIGHT CO. 
71 Broadway, New York 


COMMON STOCK DIVIDEND NO. 35 


regular quarterly dividend of one per 
(1%) on the Common Stock of the Amer- 
Power & Light Company has been declared, 
ible September 1, 1921, to common stock- 
lers of record at the close of business 
ist 22, 1921. 
WILLIAM REISER, Treasurer. 





American Telephone & Telegraph Co. 
128th DIVIDEND 


\ quarterly dividend of Two Dollars and 
[Twenty-Five Cents per share will be paid on 
Saturday, October 15, 1921, to stockholders of 

1rd at the close of business on Tuesday. 

tember 20, 1921. 

H. BLAIR-SMITH, Treasurer. 





MERGENTHALER LINOTYPE CO. 
Brooklyn, N. Y., August 16, 1921. 
DIVIDEND 103. 
\ regular quarterly dividend of 2% per 
nt. on the capital stock of the Mergenthaler 
notype Company will be paid on September 
1921, to the stockholders of record as they 
ppear at the close of business on September 
1921. The Transfer Books will not be closed 
JOS. T. MACKEY, Treasurer. 





REPUBLIC IRON & STEEL COMPANY 
PREFERRED DIVIDEND NO. 72 

\t a meeting of the Board of Directors of the Re- 

li Iron & Steel Company, the regular quarterly 

lend of 1%% on the Preferred Stock was declared 

ble October Ist. 1921, to stockholders of record 

September 16, 1921 Zooks remain open 

RICHARD JONES, JR., Secretary 


SOUTHERN PACIFIC COMPANY 


DIVIDEND NO. 60 


4 QUARTERLY DIVIDEND of one dollar 
1 fifty cents ($1.50) per share on the Capi- 
tal Stock of this Company has been declared 
vable at the Treasurer’s office, No. 165 
troadway, New York, N. Y., on October 1, 
1, to stockholders of record at 3 o’clock 
M., on Wednesday, August 31, 1921. The 
tock transfer books will not be closed for 
payment of this dividend. Cheques will 
mailed only to stockholders who have filed 
ermanent dividend orders. 


A. K. VAN DEVENTER, Treasurer. 
New York, N. Y., August 11, 1921. 








New York City, Aug. 17, 1921. 
UNION BAG & PAPER CORPORATION 


\ quarterly dividend of 2% has this day 
een declared upon the stock of this Corpora- 
on, payable on September 15, 1921, to holders 
f record of the stock of this Corporation at 

close of business on September 3, 1921. 


CHARLES B. SANDERS, Secretary. 





Kindly Mention 


The Financial World 
When Writing Advertisers 





OUT OF TOWN EXCHANGES 


Morton Lachenbruch & Co., 42 Broad Street. 


New York City. 


ontinental Motors ..... 5, 5% 
Standard Gas & Electric. TI, 81, 
Commonwealth Edison . Oh 105 
\rmour Leather ...... 12 Le 
Stewart Warner ......... 24 2h) 
Diamond Match ........ V7 YS 
SE err 95 1G 
BM CED nk ccxcncscs , 10 
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isher Body of Ohio com 18 19 
Fisher Body of Ohio pfd 61 63 
‘eerless Truck Motor 27 28 
Brier Hill Steel ot 14 17 
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FOREWORD 


Intelligent and successful investing is based upon a thorough knowledge 
of security values. 


Such knowledge is best acquired by reading constructive financial litera- 
ture, prepared by individuals who are authorities on their subjects. 


Every week we list many instructive booklets, circulars and periodicals 
on investment and other subjects, published by reputable investment 
bankers, which we believe will be of interest and benefit to our subscribers. 


4 
‘ ~—* : 4 
selow is a list of literature now available. 


To obtain any of the booklets write to the issuing houses and mention 


en Wortp and the date in which the literature you desire was 
isted. . 


ON BONDS 


S. S. Kresge Co. 7% Notes.—Circular describing this issue. Merrill. 
Lynch & Co., 120 Broadway, New York. 


German Industrial Bonds.—New letter entitled “Profits in German 
Industrial Bonds” mailed on request. Morton Lachenbruch 
& Co., 42 Broad Street. New York. 


The Price of Money and Its Effect on the Price of Bonds.—Circular 
discussing this interesting subject, together with suggestions that 
should help investors. Spencer, Trask & Co., 25 Broad Street, 
New York. 


“Sole Funded Debt.”—10-Year Bonds of a long established corpora- 
tion manufacturing well known products. National City Com- 
pany, New York. 


Canadian Provincial 6% Gold Bonds.—Descriptive circular. FE. H 
Rollins & Co., 43 Exchange Place, New York 


Cities Service Company 7% Gold Debentures to Yield 9.40%.—Circu- 
lar on request. Henry L. Doherty & Co. 60 Wall Street, 
New York. 





ON STOCKS 


Standard Oil of Indiana.— Booklet describing this company—the larg 
est producer of gasoline. Booklet S-15. C. C. Kerr & Co. ? 
Rector Street, New York. 


American Locomotive’s History and Outlook.—Discussed in Financial 
Review of Thos. H. Cowlev & Co., 115 Broadway, New York 


K 


“ 
MISCELLANEOUS 





The Railroads.—Arguments on the negative side answered cate 
gorically in a special circular. E. W. Wagner & Co., 33 New 
Street, New York. 


The Chase Economic Bulletin.—Booklet issued by ‘he Chase 
National Bank, 57 Broadway, New York 


| Revenue Act of 1921 Income Tax at a Glance.-Chart showing income 
tax at a glance under present law, with proposed amendments 


W.C. Langley & Co., 115 Broadway, New York 
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Representative active stocks as of close Friday, August 19, 1921. Ol, obs Lehigh Valley j nL a4 
Week’s Sales: Saturday, 128.010 shares; Monday, 374,512 shares ; Gj 14), Loew's, Inc . : 1144 
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were 61K Am Safety Razor ; 3% 3% 116% 6O% Pan Am Pet & T . - 46% 
BL, BOL. Am Ship & Com 6% 5 4 37% Penn R R........ LO 3S 
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What do you know about— 


THE NEW EUROPE? 


IT S what you know based upon intimate knowledg« | 
| of the facts—upon hearsay from dilettanti who | 
| make hurried visits to Europe and skim the surface | 
of things—or upon the opinions of experienced 
observers who have delved deep beneath the surface 
| of things? 





H. M. JACOBY, who has just returned from an 
extended visit in Europe, and who is equipped by 
experience and mentality for the task of analytical! 
and, at the same time, far-sighted observation, has 
written one of the most forceful, comprehensive and 
masterly discussions on the NEW EUROPE which 
has yet been offered to discriminating American in- 
vestors. 





PPG EE TABLE TIT Pee 


Mr. Jacoby’s article will be a leading feature of the | | 


next issue of THE FINANCIAL WORLD. 


[Fk— 


[ho often have fortunes and lives been 


wrecked by too great reliance in all which qd 
that little word “if” implies. And how pregnant 
with possibilities that word is! 











MR. THOMAS GIBSON, in his next chapter on 
| “Getting Back to Normal,” has selected “If—’ as 
} ° Ps ° P ° 

| his text. If you miss it, you may be without under- 





standing of one of the most important phases in the 
present puzzling situation. 
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VERY Investment Banker 

wants to enlarge his ac- 

quaintance among _ inves- 
tors. In order to reach the largest 
number of investors at a minimum 
cost, he must direct his efforts to 
those who are in a position to 
respond. 

Your advertising in this publica- 
tion will help your sales staff con- 
vince the very men you are most 
anxious to sell. Why not let The 
Financial World carry your sales 
message regularly to those who 
actually buy securities 

Write Advertising Department 
For Further Particulars. 
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